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The Preparation of 


WILLS AND TRUSTS 


¢ SECOND EDITION ¢ 
By 
DANIEL S. REMSEN 


R. H. BURTON-SMITH GERARD T. REMSEN 
of the New York Bar 


A Work of Preventive Jurisprudence 
designed to cause 


Wills and Trusts to be Rightly Written 


and so 


Avoid Litigation — Provide Adequate 4dministration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 

In one lorge volume. Over 1300 pages. Price $20.00 net. 
NOTE—The First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged. edition is now presented. 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on ‘“THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 


Make check or draft payabie to TRUST COMPANIES Publishing Association, 
5 Liberty Street, New York 
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A practical guide for trustees 
and trust departments of fin- 
ancial institutions including 
the organization, management 
and development of such de- 
partments. Discussing ali trust 
functions and trust relation- 
ships from a legal as well as 
practical point of view, such 
as Living Trusts, Insurance 
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FAMOUS OLD LANDMARK ON WALL STREET THREATENED WITH DEMOLITION 


The Treasury and Post Office Departments are considering demolition of the old Sub- 

Tieasury Building at Nassau and Wall streets in New York (lower inset) and the erection 

in its place of a reproduction of the Old Federal Hall (shown in upper inset) which 

formerly occupied the same site and where George Washington took the oath of office as 
the First President of the United States. 
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TRUST ADMINISTRATION AND JUDICIARY 


TRUSTEE’S ACCOUNTABILITY IN HANDLING INVESTMENTS 


HE faith and reliance reposed in ex- 
perienced trust company manage- 
ment of estates and trusts has been 
affirmed during this trying period 
of precipitous market decline, in a manner 
unequalled in the history of fiduciary ad- 
ministration. ‘Trust service emerges from 
this severe test with a more pronounced 
claim upon public confidence. Available 
records of the present status of real and per- 
sonal property committed to the steward- 
ship of trust companies, reveal a greater 
degree of immunity from loss or impairment 
of either capital assets or income, than 
vouchsafed by any other type of financial, 
investment or supervisory service. 

As a group, the heirs of estates and bene- 
ficiaries under testamentary and _ living 
trusts, whose affairs are in the custody of 
corporate fiduciaries, have been more for- 





tunate than any other in escaping the 
adversities of speculation and drastic fall 


in security prices. Prior to the collapse of 
the stock market, the trust officers were 
heckled and importuned by many clients 
to release or advance funds from trust 
estates for speculative purposes and invest- 
ment in stocks. Their disappointment has 
vielded to gratitude for having been saved 
from their own folly. In the isolated in- 
stances of bank failures involving trust 
assets, the records likewise establish the 
safety of such trust department obligations. 
This is true because of requirements of 
segregation and the guarantees of protection 


provided by law which have served effec- 
tively as a bar against exposing trust de- 
partirent liabilities to the hazards of specu- 
lation or incom petent bank management. 

The diligence, conscience and scrupulous 
judgment with which trust companies and 
trust officers have acquitted themselves of 
their obligations toward dependent families, 
widows and minor wards, is deserving of 
recognition. They have shown a human 
and sympathetic regard during this time of 
stress toward their clients which should go 
far toward disproving the notion that trust 
companies are soulless corporations, bound 
by legal ritual and mechanical formula. 

Foremost in yielding tribute to trust 
company administration for its integrity 
and protective service, should be the jurists 
who preside over courts of equity and who, 
in the words of Surrogate Slater of West- 
chester County, New York, ‘‘vigilantly en- 
force the highest standards of fidelity of 
trustees and zealously guard the rights of 
beneficiaries.” By the same token, the re- 
sponsible members of the legal profession, 
whose sworn duty it is to defend the civil 
as well as equitable rights of the individual, 
should recognize that tke trust company is 
an ally and not a competitor or invader of 
their professional preserves. 

We do not maintain that all banks and 
trust companies engaged in the perform- 
ance of trust service measure up to desired 
standards of responsibility and qualifica- 
tion. But we do insist, with unimpeachable 
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facts to back the statement, that the great 
mass of individual and corporate trust busi- 
ness is handled with that degree of responsi- 
bility, prudence and good faith which 
should command the cordial approval of all 
fair-minded members of the judiciary and 
the legal profession. 

Respect and credit is due to the great 
body of judges who preside over our courts 
of equity and toward members of the bar 
associations who appreciate the advantages 
and merits of trust service. There are 
nevertheless some recent tendencies which 
appear to fall short of disinterested regard 
for the best service to the public. There can 
be no quarrel with Surrogate, Probate or 
higher courts which impose surcharges upon 
trust companies or banks where there is 
established evidence of ‘“‘supine neglect’’ 
or mismanagement in handling trust affairs, 
or in retention or disposal of unauthorized 
or non-legal securities, especially where the 
trust indenture charges the trustee with 
discretionary authority. At the same time, 
the Surrogate or probate judge who virtu- 
ally demands that a corporate trustee shall 
be infallible and possessed of superhurren 
omniscience in handling investments, is 
going beyond the confines of the doctrine 
of equity. 
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“OBITER DICTA’? ON TRUST 
COMPANY RESFONSIBILITIES 
HE reasoned rule observed by courts 
of equity in interpreting the discre- 
tionary powers of trustees and “‘rea- 
sonable time 
pose of uniuthorized 


’ within which to hold or dis- 
securities, imposes 
upon the trustee the usual rule of diligence, 
honest judgment and prudence in the ad- 
ministration of estates or trusts, such as in 
general, men of discretion and intelligence 
in such matters employ in their own af- 
fairs. There is a general balance in court 
decrees that “stocks of variable value ought 
not to be timidly and hastily sac rificed, nor 
unwisely and imprudently held.” Another 
judge says, ‘“There is no need for executors 
to jettison stocks during a financial panic or 
depression.” 
The language employed in recent rulings 
by two Surrogate Court judges in New 


York, relating to trust company responsi- 
bility, suggest that trust companies because 
of their claims 


will be held 


of superiority, 
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to a degree of accountability which endows 
them with a gift for prescience which com- 
prehends not only foresight but hindsight 
as well. Surrogate Slater of Westchester 
County, New York, who, in a recent address 
before the Bar Association of the City of 
New York, indulged in a violent attack upon 
trust companies for alleged invasion of the 
lawyer’s professional territory, said in the 
Clark case (just overruled, see page 83>: 


“In trust relations these days, when irust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old- fashioned individual exec- 
utor or trustee. Trust companies seek this 
character of business, claiming that they are 
specially qualified and financially respon- 
sible. They make a specialty of trust matters 
and claim to be familiar with the authority of 
executors and trustees as to trust investments.” 

In a recent ruling by Surrogate Wingate 
of Kings County, New York, it appears that 
the courts are disposed to require corporate 
fiduciaries to accept the full responsi- 
bility for all their problems and not permit 
application for judicial instruction. In dis- 
missing an applic ation on the part of the trust 
company to abandon certain real property 
of an estate where the liens were apparently 
so large that no equity remained, although 
legal title was vested in the testator, Judge 
Wingate indulged in the following biting 
sarcasm: 

“In view of the familiar claims of corporate 


fiduciaries respecting their pre-eminent quali- 
fications in the solution of such problems, tke 


implied compliment to the business sagacity 
of the court is not inconsiderable. While, how- 
ever the inherent suggestion that the court 
possesses a prophetic vision in such matters, 
superior even to the asserted acumen of the 
advisory boards of corporate fiduciaries is 
most flattering, fundamental principles pre- 
vent the assumption of this directive function. 
Perhaps the most basic guiding principle re- 
garding testate estates is that testator’s lawful 
desires are to be respected. In this connection 
he has manifested an unequivocal intention 
that his named fiduciary should conduct the 
business affairs of his estate, and this course 
must be pursued. The executor has the power 
to abandon worthless assets of the estate. 
Whether or not the property in question is of 
this description is for the executor, and not 
for the court to decide.” 
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TRUST OFFICER’S SOLILOQUY: 
“TO HOLD OR NOT TO HOLD”’ 


HE average trust official is today in 
the unenviable position of having to 
navigate frequently the troublous 

waters between Scylla and Charybdis. Ee 
is handling property not his own and must 
ever be mindful of rendering account. He 
must be familiar not only with administra- 
tion and accountancy, but also with legal 
rules and equity principles that constantly 
become more complex and delicate. It 
speaks well for the trust fraternity that 
there have been so few “surcharges” and 
no wreckage that could not be salvaged. 

It is true that, in the face of prevailing 
conditions, a high degree of safety has been 
maintained in trust estates and income, due 
to the exercise of collective judgment, selec- 
tion of high-grade securities and legal re- 
strictions as to trust investments. Never- 
theless, it is unreasonable to suppose that 
general business depression and the descent 
in security prices have not reacted upon 
fiduciary holdings, especially where they 
consist of speculative stocks and securities 
of doubtful value which originate with trust 
estates and where the trustee is either in- 
structed to retain such non-legal assets or 
given authority to exercise discretion. The 
individual who handles his own investments 


is responsible only to himself. The trustee 
treads a much more difficult path. 

Judging from recent court decisions, sur- 
charging trust companies for retention or 
disposal of non-legal securities, there may 
well arise the impression that some Surro- 
gate judges, particularly in New York juris- 
dictions, are determined to read a new and 
more advanced code of equity for corporate 
fiduciaries from the contingencies arising 
from violent fluctuations and debacle in 
security prices. In one instance the Sur- 
rogate surcharges for holding stocks too 
long and not selling at the previous highest 
market level, although the trust instrument 
called for retention and the court originally 
approved the trust company to receive the 
stock. In another instance the trust com- 
pany is absolved in holding stock when it 
might have been sold at a higher market. 
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WHEN TRUST INVESTMENTS LOSE 
LEGAL STATUS 


(Ga af/HE general rule observed by courts as 
(T| to the position of the trustee holding 

investments which were legal when 
purchased or when the trust estate was 
created but which subsequently have lost 
their legal character as investments, is that 
trustees are not required to throw such 
investments upon the market but must use 





SECRETARY MELLON AND AMBASSADOR EDGE REPRESENTING PRESIDENT HOOVER AT THE PARLEY WITH 
FRENCH GOVERNMENT OFFICIALS IN PARIS WHICH MARKED ACCEPTANCE OF THE INTERNATIONAL 
DEBT MORATORIUM PLAN 
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prudence and “reasonable time’ within 
which to dispose of such securities. Based 
upon a survey of judicial rulings on the 
subject, a tentative statement of general 
principles for the guidance of trustees, has 
been evolved by the committee of the 
American Law Institute which is engaged 
in a Restatement of the Law of Trusts. 
This says: 

“Tf a trustee holds property which when 
acquired by him was proper investment, but 
which thereafter becomes an improper invest- 
ment, it is the duty of the trustee to beneficiary 
to dispose of the property within a reasonable 
time unless under the circumstances a prudent 
man would retain it.” 

While legal qualifications for investments 
differ in various states, it is understood that 
the Superintendent of Banks of New York is 
not encouraging the indiscriminate unload- 
ing of legal investments which are threat- 
ened with or have lost legal status, because 
many of the issues now off the list, will 
regain their position. His attitude is that 


common sense must be the guiding rule. 
Trustees are inquiring as to what protec- 
tion may be afforded them in dealing with 


the retention or disposal of investments 
which have become non-legal and where the 
trust instrument requires selection of legal 
investments. Some suggest uniform legis- 
lation which would specifically authorize 
fiduciaries to retain, without liability, 
original investments. Another course is to 
advise creator of trust, whenever possible, 
to insert provision authorizing retention. 
In this connection it is interesting to note 
the provision in the revised British Trustee 
Act of 1925 which reads: 


“A trustee shall not be liable for breach of 
trust by reason only of his continuing to hold 
an investment which has ceased to be an in- 
vestment authorized by the trust instrument or 
by the general law.”’ 


The present situation as regards trust 
investments must impress upon every trust 
man and trust company the great im- 
portance of availing themselves of every 
safeguard, the best possible personnel, the 
best of equipment for investigation and 
control of investments, evaluating general 
as well as specific conditions. Statistical 
service from reliable and _ disinterested 
sources is one of the first essentials, espe- 
cially for the smaller trust departments. 


RAILROAD SECURITIES AS TRUST 
INVESTMENTS 


HE railroad credit situation and espe- 
cially as affecting the status of rail- 

road securities as legal investments 
for trust and savings funds, is a subject very 
much in the limelight. Emergency commit- 
tees, representing trust companies, savings 
banks, life insurance companies and other 
financial interests, have been organized to 
aid the railroads in securing favorable ac- 
tion from the Interstate Commerce Com- 
mission in response to the petition for a 
15 per cent. increase in freight rates. The 
situation is rendered the more acute by the 
latest report of net operating incomes of the 
first thirty-one railroad systems, showing 
decrease of 29 per cent. for May as compared 
with same month last year and 48.8 per 
cent. off from May, 1929. 

For fiduciaries the possibility that many 
railroad bonds are threatened with loss of 
legal status as investments, unless the gov- 
ernment grants relief, is a matter of prime 
importance. Large volume of railroad se- 
curities are held in trust estates. Mutual 
savings banks and life insurance companies 
alone hold about $4,300,000,000 of railroad 
bonds and senior issues. Aside from fidu- 
ciary holdings there are large amounts of 
railroad securities held in the investment 
portfolios of banks and trust companies. 

What policy should trustees pursue in 
dealing with railroad and other types of 
securities which are threatened with or have 
already lost their legal character? It is con- 
ceivable that the courts cannot, under pres- 
ent conditions, enforce any hard and fast 
rule compelling trustees to make the sac- 
rifice of throwing such securities upon the 
market with the resulting losses which would 
have to be incurred and in the face of prac- 
tical assurance that prices are bound to 
recover. For trustees the problem is further 
involved because of the respective interests 
of life tenants and remaindermen. 

The answer is that trustees, for the imme- 
diatepresent, should hold these prime invest- 
ments in the hope that the Interstate Com- 
merce Commission will save the situation 
by granting increases which will yield a 
reasonable return on the millions invested in 
railroads. Failure of our great railroad sys- 
tems would ruin thousands of investors 
and wreck our whole financial structure. 
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PRESIDENT HOOVER’S MORATO- 
RIUM PLAN CREATES A NEW 
NATIONALISM 


HATEVER may be the direct or 
ultimate outcome of President 
Hoover’s plan for a one-year morato- 
rium on all intergovernmental war debts, 
including reparation payments, it marks a 
new nationalism and a new spirit of coopera- 
tion toward the rest of the world on the 
part of the United States as the leading 
creditor nation. It is in truth “the first 
great constructive move we have made for 
the world’s economic recovery.” It serves 
notice that the United States accepts fel- 
lowship and obligation in the common eco- 
no.nic problems of the nations, while in no 
sense implying a departure of traditional 
policy of detachment from the purely 
political concerns of foreign nations. More 
important than any sacrifices involved by 
suspension of war debt payments is the 
factor of restoring confidence at a time of 
world-wide depression and disarrangements 
of trade and price relationships. 
With one dynamic gesture, President 
Hoover absolves the American people from 


the frequent and ofttimes bitter indictment 
that their international concerns are mo- 
tivated solely by selfish concerns and that 
this nition refuses to exercise its dominant 
influence for other than its own political and 
econo;nic advantage. Today, the American, 
be he at home or abroad, can hold his head a 


bit higher. The Hoover move is the one 
thing necessary to justify and give potency 
to this government’s professions of leader- 
ship in fostering international articles of 
peace. It is also a vibrant reply to the 
insidious conspiracy of Moscow which seeks 
to translate and project economic and 
political disasters into terms of Bolshevism. 


The world suffers today not from lack of 
capital but from want of confidence and 
from fear engendered by political insta- 
bility, and economic dislocation. The world 
suffers not from lack of food, productive 
capacity or the essentials ef more normal 
standards of living. Atne — . has civiliza- 
tion had at its command such means for 
advancement, for alleviation of suffering 
and poverty. At the bottom of all problems 
ere the absence of faith and the assurance 
which are needed to set capital in motion, 


to bring about the functioning of distribu- 
tive agencies and the vitalizing flow of un- 
hampered capital and credit. It is precisely 
at that great vulnerable weakness in inter- 
national affairs that the Hoover manifesto 
is calculated to apply in invigorating 
fashion. It leaves no ground for those who 
seek hidden or subversive motives. The 
people of the United States make a contribu- 
tion and sacrifice in actual terms far beyond 
that of any other nation. In dollars and 
cents it means that while our people con- 
tinue to pay taxes on national debt, they 
consent to a suspension of payments 
amounting during the moratorium to 
$246,000,000 as compared with $86,750,000 
by France; $19,963,000 by Great Britain 
and $9,138,000 by Italy. But far more 
significant than any figures involved is the 
moral effect of this pronouncement from the 
most powerful and resourceful nation to a 
distraught world. 
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CONFIDENCE THE ESSENCE OF 
BUSINESS REVIVAL 


OMMENTING upon the salutary re- 
sults that are likely to flow from the 
adoption of President Hoover’s war- 
debt moratorium plan, The National City 
Bank of New York says in its current eco- 
nomic review: ‘The one great problem in 
which all countries are now most concerned 
is that of restoring prosperity and the way 
to prosperity lies through normal business 
relations. One need only reflect upon the 
consequences of having Central Europe re- 
lapse to the state of monetary disorder 
which existed in the years following the war 
to be impressed with the importance of safe- 
guarding the situation. The President is 
acting upon the conviction that it is easier 
to maintain a state of social and financial 
order than to reconstruct one after it has 
broken down. 

“There is an abundance of capital avail- 
able to finance a revival of business over the 
world, but there must be confidence in the 
maintenance of peace and normal financial 
relations between countries, in order that it 
may flow freely from the centers where it 
tends to accumulate in idleness to the 
places and employments in which it is 
needed.” 
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VINDICATION FOR MR. BROD- 
ERICK 

HERE is no type of political mind so 
'T| base as that which attempts to make 

political capital out of tragic and un- 
avoidable events that are likely to occur 
during a period of such pronounced business 
depression as the present. The recent attack 
upon the New York State Superintendent of 
Banks, Joseph Broderick, and the demand 
for his summary removal from office made 
to the Governor by Chairman W. Kingsland 
Macy of the New York State Republican 
Committee, savors of that type of politics. 
In rejecting that demand and upholding 
Mr. Broderick, Governor Roosevelt gives 
expression to the faith and sentiment enter- 
tained by the banking community and all 
other fair minded people of New York 
toward the present superintendent of banks. 

Fortunately for the Republican party in 
New York, Mr. Macy’s attack upon Mr. 
Broderick was not the action of the com- 
mittee of which he is chairman. Mr. Macy 
acted largely on his own initiative and he 
timed his demand for the removal of the 
superintendent of banks with the conviction 
of three of the chief marplotters of the 
failed Bank of the United States, in the 
expectation that such attack would invite 
sympathetic public attention. 

Mr. Broderick deserves the confidence 
and the sympathetic support, especially of 
the bankers of New York who realize the 
difficulties and the grave problems forced 
upon his shoulders from the time he was 
appointed superintendent of banks in April, 
1929. He not only inherited most of these 
difficulties from his predecessor who now 
languishes in jail, but they were aggravaied 
in a manner beyond human foresight or 
command by the disastrous convulsions of 
the stock market and the depth of business 
depression. If any criticism attaches to the 
handling of the affairs of the Bank of the 
United States, so far as related to the bank- 
ing department, it must be directed against 
the statutory weakness of a banking system 
and lack of disciplinary measures or author- 
ity which admitted of such serious situation 
in the management of the Bank of United 
States and which already existed before 
Mr. Broderick assumed office. With the 
tools at his command and under such ex- 
treme circumstances, Mr. Broderick acted 


with courage and prudence prompted solely 
by a commendable determination to exhaust 
every possible means of restoration before 
final resort to closing the bank. 

If the Republican chairman, Mr. Macy 
is truly solicitous for public redress, let him 
seek the answer not in political persiflage, 
but in constructive improvement of the 
New York banking laws. 
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STOCK DIVIDEND DECISION 
RHODE ISLAND 


HODE ISLAND has joined with many 
other states in having its highest 
court render an opinion on the allo- 

cation of stock dividends as between life 
tenant and remainderman. In the recent 
case of Rhode Island Hospital Trust Co. vs. 
Tucker, this state enunciated a principle very 
similar to that which the Massachusetts 
courts are following. It concludes that all 
shares of stock, rights to subscribe for such 
shares and rights to subscribe for deben- 
tures and bonds convertible into stock of 
the issuing corporation are corpus, to be 
held for the ultimate benefit of the remain- 
dermen. The life-tenant’s interest is con- 
fined to cash dividends. This is true whether 
the stock dividends be issued at regular in- 
tervals or not and differs from the well 
known Pennsylvania rule that all dividends, 
whether cash or stock, earned before the 
creation of the trust are corpus and belong 
to the remaindermen, but that all dividends 
of either class earned during the continua- 
tion of the life estate are income and belong 
to the life tenant. Under the Pennsylvania 
rule, dividends of either class earned partly 
before and partly after the creation of the 
trust must be apportioned. 

Unquestionably, the Pennsylvania rule 
is the more equitable. For practical opera- 
tion, however, it is exceedingly difficult of 
administration because the trustee must 
assume the responsibility of making a cor- 
rect apportionment whenever surplus earn- 
ings are capitalized. It is to be hoped that 
additional jurisdictions will, whenever the 
question appears before them for adjudi- 
cation, follow the more practical principles 
enunciated by the Massachusetts and Rhode 
Island courts. Text of the Rhede Island de- 
cision is published elsewhere in this issue of 
Trust COMPANIES. 
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JOHN BULL GIRDING UP HIS 
LOINS 


femiHERE is an impression somewhat 
iT widely subscribed to in this country 

and continental Europe that Eng- 
land has despairingly resigned itself to loss 
of premiership in world finance and trade; 
that Albion is being robed for a “‘first-class 
funeral,’ with industries, economic structure 
and general morale afflicted with fatal germs 
of decay. Unemployment and the “dole” 
are pictured as huge vultures tearing at the 
very vitals of the nation. It is the favorite 
sport of critics to say that England lacks 
initiative and talent to adapt itself to new 
demands in world trade; that its factories 
and shops are clogged with obsolete mach- 
inery, and that its standard of living is de- 
clining. The gradual disappearance of its 
landed aristocracy and fine old traditions 
under the heavy weighted burdens of tax- 
ation, the ascendancy of labor government 
and other symptoms, such as alleged by M. 
Siegfried, in his recent work on “England’s 
Crisis,’ would all seem to suggest that the 
“tight little island” is rapidly becoming prey 
to revolutionary propaganda. 

Such phantasy reckons without its host. 
John Bull is still the proverbial gentleman 
who “never knows when he is beaten” and 
who has often turned seeming defeat into 
victory. The gallant Prince of Wales, 
on his recent South American tour, as the 
star salesman of the commercial world, is 
more truly typical of the spirit that re- 
animates the industrial and economic life 
of England. There may be a few old work- 
shops redolent of the mediaeval. There 
doubtless is a grave problem of unemploy- 
ment due to revolutionary changes in pro- 
duction and demand for basic materials 
upon which England acquired her pre-war 
laurels in international trade. The sacri- 
fices of the war has unquestionably im- 
paired the flower of its manhood. But there 
is still the old pertinacity, the slow but sure 
adaptability to new conditions which will 
enable England to recapture its eminence, 
at least so far as the Old World is concerned. 

There appears in the lastest issue of the 
Monthly Review by the Midland Bank of 
London an article entitled ‘The Brighter 
Side of England’s Crisis.” It is not a ven- 
ture of sanguine hopes, but an array of facts 
which presents a truer and more spirited 
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picture of what England has accomplished 
and is doing to master its problems success- 
fully. It has yielded the crown of chief 
creditor nation to the United States, but 
the official statistics reveal that Britain has 
lent abroad in the past decade probably as 
much as the United States; that its exports 
of manufactured goods last year were con- 
siderably larger than those of this country 
with its 122 million inhabitants; that it is 
maintaining its own in highly competitive 
world markets. 

The fact is that England is becoming a 
vastly more efficient productive unit; that 
it is equipping itself rapidly to meet new 
conditions and requirements in world 
markets, and that it is engaged in a great 
plan of deliberate, co-ordinated economic 
and social reorganization, intensification of 
electrical and power equipment. Idle labor 
is being absorbed to a greater degree, and 
missions—such as the one headed by the 
Prince of Wales—are exploring new fields 
and cementing old trade relations. In its 
monetary policy, England has materially 
advanced, surmounting great difficulties, 
making its currency system more flexible to 
credit requirements and still giving the rest 
of the world lessons in conducting its affairs 
on a relatively small gold basis. These are 
but a few of the many proofs that John 
Bull is regaining his stature and confirmed 
by Americans who have visited and ob- 
served actual conditions in England in 
recent years with trained eyes. 

fo fe 


FIDUCIARY SUCCESSION 


HE problem raised by the Worcester 
County National Bank decision in 

Massachusetts as to the right of a 
national bank to succeed to the fiduciary 
business of a state bank or trust company 
in connection with merger or absorption, is 
being met by enabling legislation in the 
various states. In the following states, 
legislative action at the recent sessions has 
been approved which authorizes trustee- 
succession rights to national banks in case of 
merger: Alabama, Indiana, Kansas, Mon- 
tana, Ohio, Oregon, Washington, West Vir- 
ginia, Wisconsin and Wyoming. In the follow- 
ing states the statutes provide for trustee- 
succession without requiring amendment: 
California, Maryland, Michigan, Penn- 
sylvania, New Jersey, New York and Utah. 
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MOST OPPORTUNE TIME FOR 
VIGOROUS TRUST SALES EFFORT 


HE fact cannot be too strongly im- 
FE pressed upon bank and trust com- 
pany managements that this is a most 
favorable time to signal ‘‘full speed” and 
provide a clear track ahead for trust depart- 
ment promotional work and sales effort. 
To curtail, cripple or suspend the new busi-. 
ness impulses of the trust department at: 
this stage is the very reverse of wise 
economy or conservatism in bank adminis- 
tration. Any policy which enfeebles or sub- 
jects trust activity to the complex of “‘busi- 
ness depression” is not merely _short- 
sightedness; it means the sacrifice of oppor- 
tunities for trust department profits and 
development such as may never occur again, 
and certainly not during the present decade. 
Psychological elements play the most 
important role in the successful conduct 
and development of new business for the 
trust department, granting able manage- 
ment and correct approach. From the 
psychological standpoint, there are thous- 
ands of prospects in every fair-sized com- 
munity who are today receptive to the ar- 


guments and merits of trust service, who 
have never before paid any heed or realized 


the protection and safety that trust 
service affords to the individual, the family 
and the business man or woman. Men of 
large and moderate means are today more 
concerned about the conservation of what 
is left of their estates and their investment 
problems, than in more affluent days. Bank- 
ing service and loanable funds may bea 
drug on the market. Not so with trust 
service, for which there is an inarticulate 
demand to which only the written or spoken 
message can give the most effective accent. 
The ‘powers that be” in bank and trust 
company management which fail to sense 
this as the most opportune season for new 
trust business and put on the brakes in- 
stead of the accelerator, re surely overlook- 
ing their “One Best Bet.” 

Inquiry reveals that the most progres- 
sive and alert banks and trust companies, 
and especially where the commercial bank- 
ing mind does not dominate and trust 
service occupies its appropriate place in the 
picture, are taking advantage of this “open 
season”’ for trust business. Instead of tax- 
ing Peter to pay Paul and indiscriminately 


including the trust department in drastic 
cutting of budgets for promotion and adver- 
tising, these foresighted institutions are 
increasing their trust sales staffs, utilizing 
display space more freely and expanding 
their direct-by-mail campaigns and fields of 
operation. This is sufficiently indicated by 
the fact that practically all of the adver- 
tising now conducted by banks and trust 
companies features the protective trust in- 
vestment and other timely appeal of trust 
service. They are not only increasing their 
trust business beyond all previous scoring, 
but building up for the future. 


It is hardly fair to the trust department 
to deprive it of promotion funds to make up 
for deficiencies in other departments. The 
more profitable policy is to divorce the trust 
department budget from the bank’s gen- 
eral advertising campaign. It is doubtless 
prudent, under prevailing conditions, to cut 
down on bank department costs, but it 
should not be at the expense of the trust 
department, which cannot be expected to 
maintain or exceed the high records of gain 
in previous years without proper promo- 
tional support. 
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ASSIGNMENTS OF LIFE INSUR- 
ANCE POLICIES 


N assignment of life insurance policies 
to the insured’s wife, found after his 

death in his safe deposit box, entitles 
the wife to the proceeds. This is the sub- 
stance of a recent judicial ruling by the 
Surrogate of Westchester County, New 
York in the Matter of Mackintosh. 

After the death of William Mackintosh 
there were found in his safe deposit box 
two envelopes each containing an assign- 
ment by the decedent of a policy of insur- 
ance on his life. The assignments were to 
the decedent’s wife. Beside his wife, the 
decedent left three children and the special 
guardian claimed that the assignments were 
invalid because they were not delivered 
during the decedent’s lifetime. The insur- 
ance company paid the proceeds into court, 
waiving its rights in the matter. Evidence 
as to conversations between the insured 
and his wife with respect to the policies were 
admitted. The court said, in part: 

“Proof of th actual delivery of these as- 
signments is not necessary. The assign- 
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ments and the memorandum on the enve- 
lopes are in themselves sufficient instru- 
ments of transfer, and they constitute evi- 
dence that all acts necessary to the vesting 
of title in the petitioner had been performed. 
“Delivery may be proved by admissions 
that the property belongs to another. In 
the instant case we have the admissions. 
The declaration of the gift need not be made 
to the beneficiary nor writing given to her; in 
fact, her ignorance of the trust is immaterial. 
It can be said that in the instant case, there 
is a written trust declaration, and delivery 
is not necessary to constitute a valid trust. 
The owner has declared that he, himself, 
holds the property in trust for the person 
designated. A writing creating a trust, 
kept by the donor without delivery to any 
one, will be given effect as such by the 
courts. The proceeds of the two policies 
belong to the petitioner, the widow.” 
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CONSERVATIVE BANKING POLICY 


i HE June thirtieth financial statements 
T of banks and trust companies reflect 
not only a very strong liquid and cash 


position but a prudent policy of setting up 
ample reserves for possible depreciation and 
contingencies. A number of institutions 
established special reserve funds during the 
latter half of 1930, including the National 
City Bank of New York which transferred 

20,000,000 from surplus account to reserve. 
The latest statement of the Chase National 
Bank shows that $35,000,000 has been 
transferred from surplus to reserve. The 
Irving Trust Company announces a transfer 
of $10,000,000 from surplus, approximately 
one half of which is used to reduce book 
value of the company’s new building and 
the remainder added to general reserves. 
Similar transfers have been recently made 
by the Central Hanover, the Bank of Man- 
hattan Trust, Brooklyn Trust Company 
and other banks. 

It is noteworthy that despite low return 
on loans and the large proportion of funds 
placed in low yield government securities, 
bankers’ acceptances and strong cash posi- 
tions, that there have been no dividend 
reductions among the large banks and trust 
companies, even where earnings for the first 
half of the year have fallen short of dividend 
requirements. 


CLARK DECISION SURCHARGING 
CORPORATE FIDUCIARIES 
REVERSED 


fa wy) HE widely publicized decision of Sur- 
'T] rogate Slater of Westchester County, 

New York, in the Clark Case, sur- 
charging a corporate trustee for retaining a 
speculative stockholding which it had 
authority under the will to retain, has been 
reversed by the Court of Appeals of New 
York. It will be recalled that in the original 
decision the Surrogate strongly criticized 
the Trustee and apparently enunciated a 
new doctrine of liability for corporate 
fiduciaries as distinguished from individuals, 
which is something of an innovation in any 
jurisdiction. The Court of Appeals in its 
decision, which is distinguished from the 
Slater decision notably by the calm with 
which it discusses the considerations in- 
volved, omitted any reference to special 
liability for corporate fiduciaries as dis- 
tinguished from individuals. 

Considering the points upon which the 
case was predicated, the court reversed the 
Surrogate largely upon the following 
grounds: (1) The Testator in this case had 
conferred very broad powers upon the 
Trustee with respect to the retention of 
investments; (2) this same Surrogate in the 
accounting of the Executors of this estate, 
who had retained the stock, although it 
showed a tremendous depreciation in a two 
year period, had declared that in his will 
the Testator expressed “‘his desire that these 
securities should be kept at all hazards . 
without any personal liability for so doing;”’ 
(3) where diligence is observed, a Trustee 
will not be surcharged for an error of judg- 
ment; (4) in this case, unusual precautions 
were taken by the Trustee through numer- 
ous conferences and study by its investment 
committee of distinguished financiers, con- 
ferences with the brother of the Testator, 
who was the first vice-president of the com- 
pany whose securities were involved, and 
other conferences with recognized sugar 
experts; (5) the beneficiaries who were ask- 
ing for the surcharge of the Trustee had 
themselves retained their own private hold- 
ings of the same issue. 

The decision in this case is as gratifying 
to corporate fiduciaries in general as to the 
Trustee here involved. It is unfortunate, 
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however, that the Court did not go into a 
further discussion of the liability of cor- 
porate fiduciaries as distinguished from in- 
dividual Trustees, for the present dictum 
of Surrogate Slater on the subject leaves a 
considerable measure of doubt. 

The text of this latest decision is published 
elsewhere in this issue of Trust Com- 
PANIES. 

oo 


WHY TRUST IDEA SHOULD BE 
FOSTERED 


NTERESTING estate figures were 
disclosed by a recent five year com- 
parison of probate court records in 
Multnomah county, Oregon. These showed 
an increase in annual number of estates filed 
from 1,030 in 1926 to 1,171 in 1930. Of the 
1,171 filed in 1930 there were only 53 
placed in the hands of trust companies and 
banks as executors and administrators as 
compared with 1,118 placed in the hands 
of individuals. Trust companies and banks 
acted as administrator of 17 estates and as 
executor of 36 estates while individuals ad- 
ministered 688 estates and acted as execu- 
tors of 430 estates. These comparisons give 
food for thought, especially on the part of 

trust companies. 
o¢ 
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ANALYSIS OF AVERAGES IN 
TRUST DEPARTMENT 
RECORDS 


NE of the West Coast trust companies 

@ analyzed its trust department records 
for 1930, which yielded some interest- 

ing information as to average age of testator, 
sex, value of estates and duration of vari- 
ous types of trust. The analysis showed 
that the average age of the testator was 55. 
The average age of the trustee of life insur- 
ance trusts was 43. The sex of the testa- 
tors—51 per cent male, 49 per cent female. 
The value of the estate of males was 41 
per cent larger than the estate of females. 
The percentage by value of estates to be 
left in trust under wills obtained by the 
trust solicitors was 64 per cent. The per- 
centage by value of estates left in trust 
under wills obtained by the trust depart- 
ment was 49 per cent. The average dura- 
tion of private trusts was 18 years. Aver- 


age duration of testamentary trusts was 
eleven years. 

The average duration of testamentary 
trusts after the elimination of trusts in 
which there was no expectancy, in other 
words, was fourteen years. 

The periods in life during which testa- 
torship was expected; in other words, where 
the will was executed, were roughly as fol- 
lows: From 2 years to 30, and from 30 to 
40. The percentage was comparatively 
low. Fifty-two per cent females and 58 per 
cent males drew their wills. Between 40 
and 70 is the interesting bracket. Three 
brackets of 10 years each total approximately 
70 per cent of the wills procured by an in- 
stitution during 1930. From 80 to 90, 18 
wills out of 1,000, or 1.8 per cent; and from 
90 to 99, 1 out of 1,000. 
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SCAT ! 


EREIN is solemnly inscribed a new 
H chapter in the catalog, the category 


and the catechism of catenated trust 
service. It originates in the catharistic soil 
of Boston culture and puritanism. It serves 
notice on all agile-minded trust men that no 
modern trust company is complete without 
a Catitorium. It solaces lonely widows with 
the revelation of unsuspected domestic vir- 
tues which dwell in the paternal bosom of 
trust service. But—and here’s the rub—it 
catapults our Surrogate judges, with a gift 
for “surcharging” and hindsight, into vio- 
lent conflict with the law of trusts, the 
statute of limitations and the law against 
perpetuities as related to the nine lives of 
a cat. 

It’s all because of Mona. Mona is an 
orphaned black alley cat. Her brother, Tom, 
fell into nocturnal habits and died. A sister, 
Faithful, went astray. Mona is the sole 
remaining beneficiary under a $9,000 trust 
fund left by its owner, Miss Charlotte 
Sutton, with the fund and chaperonage con- 
fided to the New England Trust Company 
of Boston. Jealous relatives (of the testa- 
trix) sought to cast Mona upon the cruel 
world by contesting the will. Several days 
ago, however, the learned and dignified 
judiciary of Massachusetts boldly brushed 
aside all felinistic precedents, restoring 
Mona to her luxurious environment and the 
foster-care of the trust company. 
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RECENT JUDICIAL DECISIONS AFFECTING FIDUCIARY 


RESPONSIBILITY FOR DECEDENTS’ 


INVESTMENTS 


APPLICATION OF SEVERE RULES IN MAKING SURCHARGES AND 
INTERPRETING TRUSTEE’S “DISCRETIONARY POWERS” 


W. G. LITTLETON 
Vice-president, Fidelity-Philadelphia Trust Company 





(Epiror’s Note: 





Trust companies and other corporate fiduciaries must possess a 


superhuman faculty of omniscience in exercising “discretionary power’ and anticipating 
the future course of non-legal investments, judging from the trend of several recent 


judicial decisions. 


Under the extraordinary conditions which have obtained in the last 


few years the corporate fiduciary is expected to be able to tell when to dispose or to hold 


investments at the highest market prices, 


Mr. Littleton’s defense of trust companies 


and criticism of recent severe court rulings, become particularly authoritative and acquire 


additional force in view of the 


reversal by the 


Court of Appeals of New York, within 


the past ten days, of the Westchester Surrogate’s decision referred to herein.) 


T is with some hesitation that I approach 
the subject which is one of the most im- 
portant to the fiduciary itself: its liability 

for the investments which it holds for its 
various trusts. An article by Thomas B. 
Paton, Esq., in the August, 1930, number of 
the American Bankers Association Journal, 
entitled, “An Object Lesson in Trust Man- 
agement,” calls attention to the serious situa- 
tion in which trustees may find themselves 
if the decision of the Surrogate of West- 
chester County, New York, be sustained by 
the higher courts. 

This was a case where a decedent left 
certain stocks, which were his own invest- 
ments. His will authorized his executor and 
trustee to continue, in its discretion, to hold 
them. On filing the executor’s account it 
was shown that there had been a shrinkage 
in the preferred and common stocks of cer- 
tain sugar companies held in the estate. The 
court decided that the executor had exer- 
cised reasonable care, diligence and prudence 
in holding these stocks and was not grossly 
negligent in failing to sell them, nor per- 
sonally liable for the shrinkage in value. 


Court Surcharges the Trustee 

Seven years went by, during which the 
trustee continued to hold these securities, 
and at the end of that time the legatee hav- 
ing reached the age apparently set forth in 
the will as the time for the trust to end, the 
account of the trustee was filed. At this time 
objection was made because of a further 


decline in value of the sugar stocks above 
referred to. 
tee. 


The court surcharged the trus- 
This surcharge was made in spite of 





the fact that the trustee had not sat idly by 
and seen the stocks decrease in value from 
time to time without taking any action, but 
had been diligently inquiring into and exam- 
ining the affairs of the sugar companies, had 
sought the advice of the executive committee 
of its board of directors and its officers, and 
had acted in entire good faith in holding the 
securities. Furthermore, the original decree 
of the court had directed the trustee to re- 
ceive the stock, and, in addition to all the 
business precautions taken, the latter had 
asked the advice of counsel as to its right 
to continue to exercise the discretion con- 
ferred upon it by the testator. 


The Court’s Reasoning 

In reading Mr. Paton’s article, one is im- 
pressed with the fact that in order to reach 
the decree surecharging the fiduciary, the 
court acted as if it could control the trustee’s 
discretion, and it arrived at its conclusion to 
put the loss on the trustee by a course of 
reasoning from the events which had oc 
curred and which it knew, as to the course 
of action which the trustee’s judgment should 
have dictated before those events happened. 
It deals with what occurred after the sugar 
market had failed to respond in such a way 
as to keep the sugar stocks at the prices they 
brought when the trustee took possession of 
them upon the filing of the executor’s ac- 
count. 


The court endeavors to bolster up its de- 
cision by giving a quotation as to what the 
law is and what duties it imposes upon trus- 
tees, stating that they must exercise such dili- 
gence, 


prudence, sagacity and vigilance in 
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care and management of an _ estate as 
prudent men of discretion employ in their 
own like affairs; that this necessarily ex- 
cludes all speculation, all investments pur- 
chased with the hope of an uncertain and 
doubtful rise in the market, and, of course, 
everything that does not take into view the 
nature and object of the trust and the conse- 
quences of a mistake in the selection of the 
investment to be made. 


Not an Investment by Trustee 

The court fails to take into account, how- 
ever, the fact that this was not an invest- 
ment of the trustee; it was one made by the 
testator, the trustee receiving the stock from 
a decedent who in the conduct of his own 
affairs was willing to take the hazard of 
adventure in holding it. Therefore, if we 
add to the decedent’s actions in his lifetime 
the language of his will, it will be seen that 
he undoubtedly intended that the truste2 
should have power to deal with the securi- 
ties as he would have done. 

Now, what did the trustee do? It kept its 
eyes on the sugar market constantly; it went 
into the question as to what the course of 
the market was with those who were ex- 
perts in the matter; it inquired of its own 
counsel as to whether it had a legal right 
to continue to hold the securities and was 
advised that it had. Furthermore, it had the 
securities awarded to it by the court upon 
the filing of its executor’s account. It did 
not, however, exercise its discretion, when 
it had nothing but foresight to go on, as the 
court said it should have done; but that 
tribunal’s decree was made after it had the 
advantage of hindsight. In other words, the 
court puts itself in the position of the trus- 
tee and attempts to exercise its discretion 
for it, and then not at the time when the 
securities were received, but when the trust 
came to an end. 

The result of this decision is that al- 
though a trustee may be supposed to exercise 
the discretion conferred upon it by a dece- 
dent, with the undoubted purpose of adding 
to the principal of the estate by holding se- 
curities that may not then be within the 
strict line of what are known as “legal in- 
vestments,” a trust company will neverthe- 
less do so at its own peril. One result of 
this will be that it must decline such trusts, 
and this to the detriment of trust estates 
generally, as no individual certainly could 
afford to undertake such a task. 

Surrendering Discretion to Court 

The will of this decedent meant something. 
He was departing from this earth. He left 
securities that he had always been satisfied 





with. Knowing that judgment similar to 
his own would have to be exercised, he put 
the burden of decision upon the trustee. 
Now, the latter could have committed a fla- 
grant breach of trust in the very beginning 
of this estate and sold these securities, stat- 
ing that it had done so because it was 
thought they were speculative. The estate 
might have suffered possible loss by this 
action, and thus the trustee would have de- 
feated the intention of the testator, whose 
undoubted thought was that possible profit 
might be made by holding the securities of 
a business the consumption of the product 
of which is universal. Without exercising 
this discretion,. and by simply selling the 
stock, the trustee could have saved its own 
skin, but would have violated its duty to the 
testator. 

It is puerile to read that during the period 
of seven years the trustee did not approach 
the court seeking advice or guidance with 
regard to the retention of the stocks. I can- 
not agree with Mr. Paton’s seeming to hold 
to the necessity of the trustee’s asking the 
advice and guidance of the court as to 
whether it should sell or retain. This is 
only to say in another way what the court 
has already said, that the trustee must sur- 
render the discretion which the testator gave 
it and place it on the court. 

Now, what could the court say? It un- 
doubtedly would know less about the selling 
of such stocks than the trustee. The court, 
simply because in some jurisdictions it has 
the authority to override a trustee’s discre- 
tion, does not thereby become possessed of 
omniscience in the matters that lie before it. 
It can, of course, make a decree to sell a 
security. 3ut would that mean that any 
better judgment was being exercised merely 
because it was the decree of a court of 
competent jurisdiction? Would that mean 
that the wishes of the testator were being 
carried out? No! It would mean that in 
order to save itself the trustee was running 
into court to avoid surcharge. 

But what about the estate itself? It is 
trne, if the court has the power to foresee 
the future and could make a decision based 
upon such knowledge, to appeal to it would 
be the proper action for all trustees. But it 
does not have such power. The conclusion, 
therefore, to be drawn from Mr. Paton’s ar- 
ticle seems to be this: Do not take any 
chances; irrespective of your duty to carry 
out the testator’s wishes expressed in his 
will, play safe! 

Our Pennsylvania Orphans’ Courts have 
never had advisory jurisdiction, and trustees 








coming to them to ask for guidance and ad- 
vice would be told to execute the will in 
accordance with the powers conferred upon 
them. 

Mr. Paton goes on to say: “At all events 
the trust company will have the sanction of 
a judicial decree, which will serve as a 
protection against liability.” But how is that 
going to help the estate? Because it does not 
necessarily follow that the investments con- 
cerning which application is made to the 
court are going to continue to go down. On 
the contrary, they may go up, and then what 
is the trustee who possesses discretion going 
to be told by the court? That he acted under 
the court’s decree and therefore is safe; yes; 
but how about the money lost to the estate? 


Interesting Extract from Early Constitutional 
Debates 

Apropos of court application, I would like 

to quote from the debates of the Constitu- 

tional Convention held in Philadelphia in 


W-o 


January, 1873: 
(By Mr. Biddle, Debates of the Constitu- 
tional Convention, p. 304.) 

“ * * * This amendment is designed to 
enable, by an application to court, an invest- 
ment to be made in these private corpora- 
tion securities. Now, I put it to you gentle- 
men here, what sort of a protection is an 
application to court? In the county in which 
I live, it is the merest matter of form that 
ever was gone through. Saturday after Sat- 
urday tens of thousands, aye, hundreds of 
thousands of dollars are invested in what 
are called legal securities by the mere nod 
of the head of the judge; and I suppose it 
is the same in other counties. 

“But suppose it is not; what sort of an 
investigation could a judge make? Suppose, 
for instance, an application for an invest- 
ment in the fourth mortgage bonds of the 
Pennsylvania Railroad, which are now made 
a legal investment by the Act of April 4, 
1873, is presented by a trustee; do you gen- 
tlemen suppose that the court has the power 
to make an investigation into the conditions 
of that company? It would take a year to 
do it; and even then it would be an unsatis- 
factory investigation. Are you to send for 
books and papers? Are you to ascertain 
whether the business has been @ prosperous 
one or not? Are you, in other words, to 
ransack the archives of the company every 
time an investment is to be made? And yet, 
unless that is done, this proviso does not 
afford the slightest security. It is the merest 
matter of form.” 

Does not this apply to the present case? 
And if the court should not arbitrarily act 
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on the matter, but should appoint a master 
to take testimony and bring before him all 
the points referred to by the gentleman in 
that old time convention in Philadelphia, 
might not the facts of the case have changed 
entirely by the time the master was ready 
to make his report on the subject? 


Decision of Surrogate Is Wrong 

This decision of the Surrogate is wrong, 
because it substitutes the fiat of the court 
for the discretion invested in the trustee by 
the will! The Surrogate was evidently much 
disturbed by the discretionary clause in the 
will and seemed to refuse to give considera- 
tion to it. Look at his language: 

“Draftsmen of wills frequently throttle 
the enforcing hand of the courts by the 
terms of the will. They invite disaster and 
make it difficult to hold an improvident ad- 
ministration of the estate. Whenever will- 
makers grant discretionary powers to execu- 
tors or trustees with relation to the reten- 
tion of securities with varying use of words 
indicating the minimum and maximum of 
liability * * * the acts of trustees in the re- 
tention of securities which would offend the 
judgment of prudent men of intelligence 
should be and will be seized upon by the 
courts as the reason for surcharging trus- 
tees for the protection of the immediate bene- 
jiciaries and the ultimate remaindermen of 
trusts.” 

And this in the face of the language of the 
will, which confers a discretion upon the 
trustee itself which under the ordinary inter- 
pretation of the circumstances could not be 
used against it unless it were guilty of su- 
pine negligence, fraud or total neglect of 
business. 


Example of Paternalism 

This criticism of the decedent’s method of 
disposing of his own property and giving 
powers to his trustee which did not suit the 
ideas of the particular judge having the ac- 
count in question before him, makes this 
case another example of the paternalism 
which has already become too rampant in 
all the departments of the government, 
whether executive, legislative or judicial. In 
Pennsylvania at the present time we have 
our Orphans’ Court in effect attempting to 
direct trustees as to how many safe deposit 
boxes they must use to hold their own secu- 
rities and those of the estates which they 
represent (Laverelle’s Estate, 13th District 
and County Reports, page 703). 

The Westchester Surrogate naively ex- 
presses in his opinion that “the trustee did 
not exercise that active diligence, prudence 
and high standard of care which the law 
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exacts, when it continued to hold certain of 
said stocks beyond the time when they 
Should have been sold.’ This makes me 
think of a most interesting pamphlet that 
yas given to the Trust Company Section of 
the American Bankers Association some 
years ago by a trust officer from the West, 
who spoiled all of the good advice he had 
given us by stating that of course the stock 
should be. bought or sold at the proper 
moment. The court in the case in question 
says that the trouble with the trustee was 
that it continued to hold the sugar stocks 
beyond the time when they should have been 
sold. How was that time to be ascertained? 
Certainly to reasonable men it would be 
when the trustee, after constant care and 
keeping itself advised of the progress of 
business and the general course of events in 
the country, had come to the conclusion to 
sell or hold. 


A More Fortunate Experience 
On the other side of this question I may 


cite the case of a trust officer who had 4 
most unfortunate experience in regard to 
certain stock of a public utility company. 


Having had full confidence in the security 
of this stock, his company had held it even 
when it dropped from 90 to 30. Then, on its 
rise, this trust officer, having made himself 
familiar with the general affairs of the com- 
pany and ascertained the details of its in- 
creased business, as well as the general opin- 
ion of the officials of the company them- 
selves, determined that if the stock reached 
120, that would be the proper time to sell it. 
It reached that point and he disposed of all 
the stock in the trust department. The next 
day the price dropped to 112, and he was 
congratuated by his colleagues on his good 
judgment. Being rather experienced, how- 
ever, he said, “Wait, you are too soon with 
your good words. The stock took another 
rise and finally reached 150, at which time 
several of the customers whose estate had 
been increased by profits of over $100,000 
above what the stock was worth when it came 
to the trust company, came in and protested 
because it had been sold at the lower figure, 
and the trust officer was subjected to per- 
sonal abuse and was threatened officially 
with court action. Letters were also written 
condemning him because he refused to de- 
pend on newspaper rumors as to what the 
supreme high was to be. 


Severity of Surrogate’s Decision 
What would the Surrogate of the New 
York court have done in such a situation, 


with the powers that were in the particular 
wills? 


Under the terms of the decision be- 
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fore us, a trustee might very well have been 


surcharged for having sold stock at 120 
which afterwards went to 150, for many 


speculative-minded people felt that it would 
go that way. 

I submit that the courts in Pennsylvania 
would hold the Surrogate’s decision to be a 
harsh rule. Even in a case where the trus- 
tee was surcharged, the court said (Taylor's 
Estate, 277 Pa., 528) : 

“A fiduciary has no right to retain beyond 
a reasonable period, investments made by 
the decedent in unauthorized securities, un- 
less specially empowered so to do.” 

The court there states further that even in 
a case where there is no power, the trustee 
will not be held liable for failure where it 
shows that its retention of the securities in 
question represents not a mere lack of at- 
tention, but an honest exercise of judgment 
based on actual consideration of existing con- 
ditions. In other words, with the saving 
clauses that the New York will had in it, 


where there has been an honest exercise of 
judgment by the trustee, it would not be 
surcharged. 


Judicial Precedents on Trustee Liability 

In Detre’s Estate (278 Pa., 350), the court 
ruled : 

“4 trustee will not be held personally 
liable for an honest exercise of a diseretion- 
ary power, in the absence of supine negli- 
gence or wilful default.” 

And the court further uses this expression: 

“Nor for the result of an intervening world 
calamity beyond its power to foresee or pre- 
vent.” 

In Pleasanton’s Appeal (77 Pa., 356, 369), 
the court said: 

“Under the powers given to the erecutors 
to invest, and an honest exercise of that 
power, we think it would be a very harsh 
application of law to their sound discretion, 
after this great lapse of time, to hold the 
executors personally liable for the loss of 
the bank stock. They should not be held 
responsible for not possessing a knowledge, 
and not exercising a forethought, superior 
to the great body of intelligent and prudent 
business men.” 

And again, in Detre’s 
349), the court says: 

“The case must be judged as it appeared 
at the time of the investment * * * when the 
companies were sharing in the general pros- 
perity of the country.” 

In the same estate the court said, further: 

“The trustee bought the bonds with per- 
fect frankness and good faith, making what 


Estate 
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(Continued on page 95) 









IS FURTHER LEGISLATION NECESSARY TO PREVENT 
BANKING FATALITIES? 


REMEDIES SUGGESTED BY EXPERIENCE IN THIS AND OTHER COUNTRIES 
HON. EDMUND PLATT 


Vice-president, Marine Midland Corporation, and former Vice-governor of the Federal Reserve Board 





(Eprror’s NOTE: 


It is a common American weakness to rush to legislatures and seek 


by legislative fiat a cure for every ill in our economic and social as well as political 


system. 


No other country in the world has so many laws on the statute books and no 


other country has so many obsolete and inoperate laws as the United States. This applies 


to banking as well as the Eighteenth Amendment. 


It is a fact worth noting at this 


time, especially in regard to the cry for more banking legislation to prevent bank failures. 
Mr. Platt believes that sound American banking development would be fostered and has- 


tened with less restrictive 
work out solutions.) 


HE average newspaper comment on 
bank failures, and this comment is 


frequently to be found also in banking 
publications and in publications making a 
specialty of economic questions, is that we 
need more restrictive legislation and better 
supervision. In my opinion, neither of these 
things would accomplish much. We need 
more than anything else to undo some of 
the legislative restrictions already placed 
upon banking. So far as supervision is con- 
cerned it cannot be fairly maintained that 
the supervising authorities do not as a rule 


discover the weak spots. They generally 


know long in advance of a failure that a 
bank is in a weakened condition. 
The public seems to have an idea that 


all you have to do is to discover that some- 
thing is wrong in order to right it. The 
problem of the supervising authorities, how- 
ever, is not so much of discovery but what 
to do about it when discovery has been 
made. A great many banks have undoubtedly 
been pulled through and saved because of 
the efforts of the supervising authorities. The 
Comptroller of the Currency has made some 
definite statements with relation to the banks 
saved and has said that more of them could 
have been saved if he had had authority to 
make certain corrections, such as the re- 
moval of officers and directors who have been 
mismanaging their banks. The only actual 
penalty the Comptroller can 
bring action for the forfeiture of a charter. 
and generally speaking that is the only pen- 
alty which can be applied by state banking 
supervisors. The penalty is too drastic and 


assess is to 


the threat of its exercise is not always ef- 
may 


fective. The Federal Reserve Board 





legislation and -giving economic elements a better chance to 


expel a recalcitrant member from the Sys- 
tem. This penalty is curiously enough some- 
times too drastic and sometimes not effective 
at all. A few Gases are on record where 
member banks have been expelled at their 


own request because they did not want to 
wait for the expiration of the six months 
that used to be required before a_ recent 


amendment to the law, for voluntary with- 
drawal. On the whole supervision accom- 
plishes about all that can reasonably be ex- 
pected unless we are willing to give super- 
visory authorities further disciplinary pow- 
ers. I have no sympathy with the criticism 
of Superintendent Broderick, based on the 
failure last December of the Bank of United 
States. The Comptroller and the state su- 
perintendents always try to save a bank if 
possible by securing new capital or by mer- 
gers. In this case Mr. Broderick almost sue: 
ceeded. 

Unfortunate Changes in National Banking 

System 

It is perhaps unfortunate that the national 
banking system has not been maintained as 
it used to be before the passage of the Fed- 
eral Reserve Act, i.e., primarily as a com- 
mercial banking system without authority 
to take savings deposits or to make loans 
on real estate, and with no distinction so 
far as reserves are concerned between tim? 
and demand deposits. Owen D. Young has 
voiced this sentiment. The authority to take 
savings deposits was granted more than sev- 
enteen years ago in the Federal Reserve Act, 
together with some authority to make loans 
on real estate and this authority to make 
loans on real estate was extended by the 
McFadden Act of February, 1927. These 














16 TRUST COMPANIES 


changes were possibly, as I have said, un- 
fortunate, but I am not quite clear that they 
ought now to be undone. 

It seems to me that banking functions 
which are necessary and which may be per- 
formed by banks under state charters need 
not necessarily be prohibited to banks under 
federal charters. I think that such safe- 
guards as are thrown about the genuine sav- 
ings deposits of the smaller depositors by the 
best of the state banking systems, should 
probably be incorporated in the national 
banking act if the authority to receive such 
deposits subject to notice which may pre- 
vent their withdrawal for thirty or sixty 
days is to be retained. Such legislation, how- 
ever, I do not believe would have any very 
marked effect in preventing bank failures. 
Segregation of savings accounts is, of course, 
only important in case of a failure, and is 
important then not so much because of the 
segregation or because of investment in a 
particular class of assets but because it 
gives the savings depositors a preference in 
case of liquidation. 


Access to Stronger Banking Institutions 

As the Comptroller of the Currency has 
several times pointed out, we have in our 
big cities generally strong, well managed in- 
stitutions, doing a widely diversified busi 
ness, a business extending throughout the 
United States and so far as some of the 
large institutions in New York are concerned 
throughout the world. We do not prevent a 
New York bank from taking accounts from 
other sections or from making loans in other 
sections of the United States, but we do 
prevent the banks of our large cities from 
offering the convenience of local offices in 


other sections. The effect of this is to per- 
mit big business and people of wealth to 
transact their banking business with the 





strong institutions of our largest cities but 
to prevent small business and the smaller 
class of depositors from having any access 
to them. This is peculiarly American. 

In England or in Canada a farmer whose 
business is sufficient to warrant a bank ac- 
count may carry his account with the largest 
bank of London, Montreal or Toronto. Many 
of our bankers assembled from time to time 
in their banking associations have declared 
that the smaller depositors do not receive 
the same attention from the big banks in 
those countries that our people do from the 


small banks in their own communities. Par- 
liamentary investigations seem to show 


pretty clearly that there is not much truth 
in this accusation, and even if to some ex- 
tent true it would seem to me to be clearly 





more than offset by the fact that their banks 
do not fail. In every time of depression 
Canada comes off a little better than the 
United States, and conditions in Canada 
today are rather better than they are here, 
in spite of the fact that the low price of 
agricultural staples like wheat is of much 
more importance in Canada than in the 
United States. 


Lessons from Earlier Banking History 

I am not advocating the Canadian bank- 
ing system but I am strongly convinced that 
we need a relaxation of the legislative re- 
strictions which prevent our country banks 
from combining and from uniting through 
combination with strong banks in the cities— 
not necessarily the largest cities. It should 
be understood that banks have a common 
law right to establish branches and that 
branch banking in the early history of the 


United States was not at all uncommon, 
particularly in the South and West. Several 
eminently successful state branch banking 


systems within states went out of existence 
with the Civil War or with the establish- 
ment of the National Banking System and 
the prohibitive tax on state bank notes. 
Banking got its start in the United States 
mostly from state charters and _ perhaps 
would not have developed on nationwide 
lines even if the laws had favored it, but it 
cannot be doubted that the smaller places 
would generally have been’ served’ by 
branches within state lines or possibly within 
something like trade areas if it had not 
been for restrictive legislation. 

It is a curious fact that a few branches 
established in the very early days of the 
Republic are still in existence—two of them 
in Delaware, established in 1807 and 1813, 
and another in Philadelphia, established in 
1813. The last mentioned branch is inter- 
esting as it is a branch of a national bank 
located in Camden, N. J. This Camden bank, 
of course, was originally a state institution, 
and among its early activities was the finan- 
cing of southern New Jersey farmers whose 
produce was marketed in Philadelphia. The 
branch was established for the purpose of 
financing this movement of crops. Apparent- 
ly the State of Pennsylvania never made any 
objection to the business of this branch and 
it was an interesting demonstration of the 
fact that branch banking could extend across 
state lines under state charter when there 
was no national authority for branches, 
where such extension served the purposes of 
commerce. 


Group and Branch Banking 
Generally speaking, today we would not 





need to establish de novo branches. We prob- 
ably have enough banking offices and nearly 
all necessary branches could be obtained by 
consolidation with existing institutions which 
would simply be kept open as a part of 
and with the support of and prestige of 
strong institutions. The restrictions of the 
law have been so oppressive in some neigh- 
borhoods that group banking has been de 
vised as a means of accomplishing somewhat 
the same purpose as branch banking and it 
is clearly evident that in some sections of 
the country group banking has performed 
splendid service. It does not, however, quite 
take the place of branch banking, has not 
quite the same responsibility and does nor 
take care generally speaking of the smaller 
places. 

Just what areas branch banking should 
be limited to I am not prepared to say, but 
the areas should not be so restricted as to 
prevent necessary diversification. The recom- 
mendations of the Comptroller are sound. 
No bank or banking system should have its 
operations limited to any one industry or 
any one set of allied industries, nor should 
a bank be foreed to buy commercial paper in 
order to obtain diversification in normal 
times, or to have the greater part of its port- 
folio in bonds. It should have an opportu- 
nity to so diversify its loans among its own 
depositors that the failure of crop or 
one industry or even the depression of a 
whole industry, such as agriculture, would 
not ruin the bank and cause tremendous ad- 
ditional losses on top of the losses due to 
depressed prices in that industry. 


one 


A National Disgrace 

for me to repeat the 
figures showing the tremendous number of 
bank failures we have had in the last ten 
years. There were 1,345 of them, according 
to the Federal Reserve ‘Bulletin, in ‘the 
year 1950, and there O° the first 


It is not necessary 


were 370 in 
three months of the present year. One thing 
I want to emphasize, however, is that these 
failures even though some of the banks are 
reopened again cause a tremendous locking 
up of purchasing power. According to the 
Federal Reserve Bulletin, the deposits in the 
banks that closed during 1929 and 1930 alone, 
were $1,099,000,000, of which $865,000,000 
were in the year 1930. This was on top of 
a tie-up of $1,500,000,000 in round numbers 
for the years 1921 to 1928, inclusive, or a 
total of more than $2,500,000,000 for the 
ten years. Some of the banks which closed 
were reopened and not all the funds tied up 
were lost by any means, but the stoppage of 
purchasing power must have been a much 
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greater factor in my opinion than has gen- 
erally been recognized in bringing about the 
business condition in which we find our- 
selves today. 

It is a disgrace to us as a nation that we 


do not find a remedy, and especially dis- 
graceful it seems to me that we do not 


bring ourselves to give a fair and full trial 
to the remedy which has been successful in 
other countries, having tried at some time 
or other every other imaginable remedy with- 
out suecess. 

The Committee on Banking and Currency 
of the United States Senate seems likely to 
recommend a number of amendments to the 
Federal Reserve Act and perhaps to the 
Naticnal Banking Act, as a result of the 
hearings held by a subcommittee, under the 
chairmanship of Senator Glass, last winter 
An extension of branch banking will in all 
probability be one of the recommendations 
and there seems likely also to be some legis 
lation with relation to banking affiliates, cer- 
tainly going as far as requiring examination 


and possibly going further. A number of 
other good suggestions were made at the 


hearings for the purpose of improving bank- 
ing practice. Severely restrictive suggestions 


were made by a few of the witnesses and 
do not appeal to me. 
o&¢o¢ 
EARLY MOSAIC LAW DEFINES 
TRUSTEESHIP 


“Let him that hath received any thing in 
trust for another, take care to keep it as a 
sacred and divine thing; and let no one in- 
vent any contrivance whereby to deprive 
him that hath intrusted it with him of the 
same, and this whether he be a man or 
woman; no, not although he or she were to 
gain an immense sum of gold; for it is fit 
that a man’s own conscience which knows 
what he hath, should, in all cases, oblige 
him to do well. Let this conscience be his 
witness, and make him always act so as 
may procure him commendation from others; 
but let him chiefly have regard to God, from 
whom no wicked man can lie concealed, but 
if he in whom the trust was reposed, with- 
out any deceit of his own, lose what he was 
intrusted with, let him come before the seven 
judges, and swear by the Lord that nothing 
hath been lost willingly, or with a wicked 
intention, and that he hath not made use of 
any part thereof, and so let him depart with- 
out blame; but if he have made use of the 
least part of what was committed to him, 
and it be lost, let him be condemned to repay 
all that he had received.”—(From an exposi- 
tory treatment of the government and laws 
left to the Jews by Moses.) 
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SOLUTION OF THE GOLD PROBLEM 


ECONOMIC USE OF GOLD AND INTERNATIONAL FLOW OF CAPITAL 
JOHN H. WILLIAMS 


Professor of Economics, Harvard University 





(Epiror’s NOTE: 





Professor Williams’ study of the gold problem is calculated to dis- 


abuse much of the prevailing anxiety as to the shortage and maldistribution of gold. 
He does not believe that gold shortage is an important factor in the present depression 


period and is not a bar to recovery. 


United States and France and the economic changes wrought by the war. 


He explains the large accumulations of gold in the 


Professor 


Williams believes that far strides have been made in the economic use of gold, especially 
through the possible agencies of the Bank of International Settlements and concludes 
that the present bad situation will be largely alleviated through renewed flow of capital 


through the world.) 


ISCUSSIONS since the war have been 
directed upon two questions: whether 
a shortage of gold exists or impends; 
and whether there is a maldistribution of 
gold. The Gold Committee of the League of 
Nations in publishing the results of its in- 
vestigation on the subject, gave the conclu- 
sion that there would be a shortage of from 
$40,000,000 to $250,000,000 gold per annum 
by 1940 and that we were therefore facing 
a secular downward movement of prices. 
My own view is that gold shortage is not 
a factor in the present situation and that it 
is not likely to be a bar to business recovery. 
In the first place we have had since 1929 a 
fall of over 25 per cent in wholesale prices. 
That is a much greater fall than the Gold 
Committee contemplated for the next ten 
years. In the second place I am extremely 
doubtful of the theoretical foundation of 
the Gold Committee report. 


War Responsible for Maldistribution 

The United States has about $4,700,000,000 
of gold, and France has about $2,300,000,000 
at present, so that between them they have 
about $7,000,000,000 out of a total gold stock 
of about $11,000,000,000. That obviously is 
maldistribution in some sense or other. It 
strikes one at once as undesirable, as indica- 
tive of an abnormal distribution; but I am 
not quite sure in what sense it is abnormal, 
and this is particularly important when one 
considers how to change it. 

France, for example, has now regained 
about her prewar supply of gold. That is 
a large supply, but the French have always 
liked to have a large supply. The French 
banking system is an uneconomical one. It 
is insensitive to gold flow. France is the 
European sink for gold. 





The United States has increased its re- 
serves by $2,500,000,000, a very large in- 
crease, since 1914, but in the same period 


our bank assets and liabilities have increased 
by some $37,500,000,000, so that for every 
dollar gold that has been added to our stock 
there has been added to our credit something 
like $15.50. It is therefore not so obvious 
after all that there has been maldistribution 
of gold, if we mean by that term that gold 
has been buried in the United States, that 
it has been sterilized, as has so commonly 
been charged by some of the European econo- 
mists. 

The distribution of gold is of course dif- 
ferent from what it would have been but for 
the war. That is true; but of course we did 
have the war. One cannot talk it away. It 
has been fundamentally responsible for the 
changes that have occurred. For example, 
down to 1925 the United States was the only 
leading country on the gold standard. Gold 
came to us because there was nowhere else 
that it could go. We were able to underbid 
any other nation in the English gold mar- 
ket because sterling was more depreciated 
here than elsewhere. We accumulated our 
gold almost entirely in the period prior to 
1925. Since that time, though the move- 
ments inward and outward have been pretty 
violent, the total stock is substantially un- 
changed. 

We have had the entirely unsuccessful ex- 
periment of trying to push out gold in 1927; 
and in the minds of some, this experiment 
was a leading cause of the speculative se- 
curity boom. Since 1928 gold has been going 
primarily to France, which has increased its 
reserves by some §$800,000,000. It is very 
interesting to note where that gold came 
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from. It has come principally from the young 
countries of the world, from the South Amer- 
ican countries, the Oriental countries and 
Australia. These parts of the world, plus 
South Africa, have exported about $1,250,- 
000,000 of gold. Almost all of it came either 
to the United States or to England, but none 
of it stayed in England. That is a very 
striking fact: although England received the 
gold, she lost it. Very little of the gold has 
stayed in the United States. To be sure, our 
gold holdings have increased in the last two 
years, but the increase has not had the 
effect of increasing substantially the average 
gold holding since 1924. 

Now why this distribution of gold? I think 
the facts for the United States are fairly 
clear. We got the gold during the time 
when we were on the gold standard and no 
one else was. Our balance of payments has 
been favorable to gold inflow whenever capi- 
tal has not been exported in large amounts. 
We have tended, therefore, to receive gold 
on balance for that reason as well. Another 
reason, though the evidence on this point 
seems to me not conclusive, may have been 
our “management” of the standard, the prac- 
tice of offsetting gold flows by central bank 
operations in the open market. 


Gold Problems in England 

England has been losing gold—not In large 
amounts, but she has none to lose. England 
has tried to maintain the £150,000,000 mini- 
mum, and she has been skating on the edge 
of it all along. Before the war England had 
about £160,000,000 gold, about one-quarter of 
that being in the central bank and the other 
three-quarters in the other banks or in ¢ir- 
culation. Now all of the gold is in the 
Bank of England, and it is supporting 170 
per cent more credit than it did before the 
war. The efficiency of gold in England has 
doubled compared with what it was before 
the war. There is a scarcity of gold, in a 
sense, in such countries as England. 

Why that scarcity? Why has England 
for the last six years been continually pur- 
sued by the fear of loss of gold? I think the 
first reason is that England resumed the gold 
standard at too high a figure. She resumed 
at the prewar level, and consequently her 
price level ever since has been subject to de- 
flationary influences, which made it impos- 
sible for England to possess her own money 
market. 

The English money market has been domi- 
nated by outside influences, most of the time. 
for the last six years. More fundamentally, 
England's position is due to a bad balance of 
productive factors. England’s difficulties go 





far deeper than the monetary situation. Eng- 
land has come to the last phase of a long 
cycle of change that began in the fifteenth 
and sixteenth centuries. By exporting capi- 
tal she was able to specialize in decreasing 
cost industries, and to buy the products of 
increasing cost industries—raw materials and 
food products—from abroad; that process 
enabled her to pile up capital at home so 
that the more she lost by export the more 
she had, and it enabled her to pile up popu- 
lation on a small island. Sut the conse- 
quence was that other nations were put in 
position to use her methods. England was 
the first user of mass production methods, 
and now she has been outstripped by some 
of the younger countries. 





Turning Point in British Economic History 

The war, I think, was a turning-point in 
British economic history. She lost markets 
that she has not been able to regain. Mean- 
while high taxation, high wages and the dole 
constitute a tremendous burden on British 
industry. One gets the impression that she 
is fighting a losing battle. The economic 
pressure on England constitutes a funda- 
mental, underlying force continually threat- 
ening her stock of gold. 

From the point of view of the British in- 
vestor it is very likely true that the outside 
market is the more attractive, just as it 
was in the nineteenth century; but English 
bankers used to say that a foreign loan 
would have its effect on England within a 
few months; it would be noted in her export 
trade. I do not think that is the case since 
the war. As Professor Clay has recently put 
the matter, “Import prices are now within 
13 per cent of their prewar level, while Eng- 
lish export prices are 51 per cent above their 
prewar level.” That is England’s situation 
as I see it. 


Reason for French Accumulation 

Why has France been accumulating gold 
so persistently? I think the explanation goes 
back to the fact that France stabilized the 
frane at too low a figure. Prior to that time 
the franc had been depreciating markedly. 
It got down under two cents at one time an‘ 
capital had been leaving France and flowing 
to foreign centers when Poincaré succeeded 
in stabilizing the frane at about four cents. 
Confidence revived, capital began to come 
back and the government had difficulty in 
holding the frane down to that low level. 
It had to buy foreign currencies and it accu- 
mulated very large balances in New York 
and London. Since that time France has 
been prosperous as compared with other na- 
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tions. Her balance of payments has been 
favorable to the inflow of gold. The export 
of capital was prohibited by law down to 
1929, and the French have not been interested 
in exportation of capital anyway. Since the 
war savings have greatly increased, and 
the banks have been hard put to it to invest 
these savings. 

France has no bill market, and the conse- 
quence, I believe, has been the investment 
of French balances to a great extent in Lon- 
don and in New York. These balances, of 
course, are very unstable; with the appear- 
ance of depression, they have tended to be 
drawn back. This movement has not been 
directed by the Bank of France, but has been 
against the bank’s wishes. The French banks 
have never leaned very heavily on the Bank 
of France, which they regard as somewhat 
a competitor of theirs. They increase their 
reserves when necessary by drawing their 
balances from abroad, and this makes for a 
highly unsteady Situation, particularly in 
London, where the margin above the mini- 
mum gold reserve is very, very small; in 
fact, there has not been any margin of late. 
Until two or three months ago England was 
facing that situation almost continually. 


Central Banks and Gold Regulation 

It seems to me that the problem of gold 
regulation by central banks has materially 
changed since the war. The world is more 
closely knit, so that no nation can pursue a 
credit policy in isolation. The international 
effects of a policy tend to overshadow the 
domestic effects. This fact has been felt in 
England, and it has been felt in Germany on 
a number of occasions in recent years. For 
example, the Reichsbank has found that 
when it put up its rate in order to decrease 
credit, short-time balances have flowed in 
from abroad; and when it put down the 
rate in order to increase credit these bal- 
ances have gone out again. Thus there is a 
sharp contradiction of effect internally and 
externally resulting from any change of 
bank rate, and fundamentally for this rea- 
son I think that central banking policy in 
the future has got to be international. 


Economies in Use of Gold 

Now, what can be done to redistribute the 
world’s gold or to minimize the evil effects 
of the present bad distribution? First, there 
is the possibility of economizing gold. We 
have made a good deal of progress in this 
respect. Before the war some 35 per cent 
of the world’s gold monetary stock was in 
circulation. Practically all of that has now 
been taken into the central banks. Gold re- 


serves have been supplemented to the extent 
of about $2,000,000,000 by gold exchange—an- 
other economy, although under present con- 
ditions I consider it a rather doubtful one. 

But further economies are possible. For 
example, the Bank of International Settle- 
ments could do much, I believe, toward mini- 
mizing gold flow, by working out some more 
effective machinery for international clear- 
ance. Consider how marvelously economical 
is our own gold settlement fund in Wash- 
ington. The total clearings of our clearing 
houses in 1929 were about $725,000,000,000, 
and the average daily debit balance of the 
gold settlement fund was about $25,000,000. 
Compare the _ figures—$725,000,000,000 of 
business done and that business cleared with 
$25,000,000. 

It seems to me that gold should, and some 
day will, be confined entirely to its only 
essential purpose, which is international 
clearance. I see no theoretical basis for an 
internal conversion fund. I would go so far 
as to apply that even to the bank note. In 
a country which uses deposits primarily, the 
flow of bank notes is dependent upon the 
flow of deposits, and the control of bank 
notes is secured through the control of de- 


posits. 








Flow of Capital 

The principal alleviation to the present 
bad distribution of gold must be the flow of 
capital through the world. For some years 
prior to 1928 we did preserve more or less 
of a balance in the world through the flow 
of capital from this country. We were ex- 
porting about $1,000,000,000 a year; but first 
the stock market boom served as a magnet 
for foreign balances and depleted the re- 
serves of the younger countries of the world. 
which could ill afford to part with them. 
That I think to be one of the causes of this 
depression. Since that time the depression 
itself has made for a bad international bond 
market. We ought to lend a sympathetic ear 
to all responsible suggestions as to ways and 
means of bringing about a greater interna- 
tional flow of capital from the countries now 
holding so much of the world’s gold, France 
and the United States.—(Address at recent 
semi-annual meeting of Academy of Political 
Sciences. ) 

XO 

“Enjoy thy wealth as tho’ about to die, 

Yet frugal be, as though of life wert sure; 

A wise man he who both these rules obeys, 

And strikes the mean ‘twisrt thrift and 

lavishness.” 
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INSURANCE OR BOND COVERAGE FOR LIABILITIES OF 


TRUSTEES UNDER CORPORATE INDENTURES 


WHERE TRUSTEE FINDS ITSELF UNPROTECTED BY LAW OR EXEMPTION 
PROVISIONS 


HARLEY E. STEVENS 
Of the San Francisco Bar 





(IcpITOR’sS NOTE: Jn the 


June issue of Trust CoMPANIES Mr. Stevens discussed in- 


surance and bond coverage of liabilities assumed by trust companies and banks as exrecu- 


tors, administrators and trustees. 


In the following he devotes consideration to liabilities 


and insurance or bond protection for the corporate trustee acting under corporate iden- 


tures. 


The subject acquires timely interest because of the large volume of corporate 


trusts in the hands of corporate fiduciaries and the attitude of the courts in a number 
of cases where immunity is refused even though the corporate indenture expressly pro- 


vides for eremption. 


fiduciaries arising out 
under cor- 


IABILITIES of 

of their acting as trustees 

porate indentures and the possibilities 
of insuring or bonding against attendant 
risks, is a matter of prime interest. With 
the increase of security issues to vast sums 
and their distribution throughout the coun- 
try, 2 growing reliance has come to be placed 
by investors upon the trustee, usually a trust 
company or The standing of the trus- 
tee has become, in a measure, a certificate of 


bank. 


the mortgagor’s or trustor’s standing, and 
serves, as some courts have said, to “en- 
courage the sale of securities.” and give 


1 


“tone to the obligation.” 


The Changing Attitude of the Courts 
in Obligations 


The fiduciary is exposed to serious risk, 
because the attitude, which exists on the 
part of investors, has communicated itself 
to the courts. The courts have not only 
enlarged the original liabilities of the trus- 
tee, but also refused to grant it immunity 


in many cases, though the corporate inden- 
ture expressly provides for the trustee’s ex- 
emption. The resuit is that the trustee finds 
itself unprotected, either by law or by pro- 
visions designed to exempt it from liability. 
Whether some or any of the risks here in- 
volved can be insured against is a matter 
of doubt, but again the subject is of such 
importance as to justify serious considera- 
tion. 

I do not propose to concern myself with 
cases settling questions as to the duty of 
the fiduciary in regard to the trust prop- 
erty itself when no question of the personal 
liability of the trustee is involved, nor to 





Mr. Stevens surveys the ruling cases on the subject.) 


discuss generally its duties and obligations, 
except to say that the trustee, as agent of 
the debtor and creditors, is obviously charged 
with the duty of fidelity, as well as impar- 
tiality: of good faith and diligence; of act- 
ing fairly and justly toward both debtor and 
creditor, and generally of performing the 
terms of its trust with strict regard to all 
of the provisions thereof. If the fiduciary 
generally speaking, no liability at- 
taches. Moreover, assuming that the trust 
instrument has been carefully drawn, we 
may exclude from discussion claims that the 
corporate trustee by its certifications of 
bonds or securities is liable as a warrantor 
of some fact or recital affecting the validity 
or value of the security, or of the quality of 
the lien.? 

We may also dismiss from consideration, 
by merely adverting to them here, most of 
the duties to be performed by the trustee 
after a default, in view of the fact that 
these are not only clearly set forth in the 


does so, 


trust indenture, but also because, in any 
event, the usual exculpatory clauses ade- 
quately protect the trustee for errors of 


omission and commission short of willful de- 
fault or gross negligence. 

Again, with regard to releases of all or 
part of the security, sinking fund and re- 
demption provision—in fact, most details 
which have to do with the creation and pres- 
ervation of the security, reference to the 
trust indenture will show what is expressly 
required of the trustee, which is usually 





1See Northampton Trust Co. vs. Northampton Tractor Co., 
270 Pa. 199, 112 Ail. 871. 

2See Ainsa vs. Mercantile Trust Co., 174 Cal. 504, 163 Pac. 
898. 
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liable only to use the care of a prudent man 
in the circumstances. The usual rule of or- 
dinary care in the performance of these du- 
ties is, as I have indicated, invariably 
strengthened by exculpatory clauses’ by 
which the trustee is declared to be liable 
only for gross negligence or willful default. 
But it must emphatically be said here that 
immunity clauses protecting the trustee can- 
not avail it, when the trustee transcends its 
express powers, or in those cases where the 
court conceives that the trustee has failed 
in the performance of certain implied du- 
ties owing to the bondholder by reason of 
the trustee’s relationship to him. 


Specific Instances of Liabilities as Regards 
Bondholders 

With these general observations in mind 
we may first turn to the specific cases where 
the courts have gone beyond the terms of 
the indenture, to find implied duties resting 
on the fiduciary because of the very nature 
of its relationship to the security holder. In 
such cases it seems that the trustee cannot 
exempt itself from liability in the perform- 
ance of its implied duties, nor can it obtain 
insurance to protect it from loss. 


Trustee’s Liability 


The problem of recordation need not de- 


tain us long, but it is clear, as is pointed 
out by Louis D. Posner in an article in 42 
Harvard Law Review, that the duty to record 
should be lodged by the indenture in respon- 
sible hands if the security holders are to be 
protected by the rank of the mortgage. It 
would appear on principle that where there 
is no provision exempting the trustee from 
the duty of recording, the trustee should be 
held liable for failure to do so. This result 
was reached in an early case relating to a 
trust of real property. Yet even with re- 
gard to this duty, of prime importance of the 
validity of the security, well-drawn inden- 
tures of today include provisions intended to 
relieve the trustee from any liability for its 
failure to record or file. From my examina- 
tion of the present day cases, I take it such 
a provision controls, and the trustee will be 
held harmless.‘ 


3Miles vs. Vivian, 79 Fed. 848, 851. See also Green vs. 
Title Guarantee and Trust Co., 205 N. Y. Supp. 836. affd. 
208 N. Y. Supp. 810. But see IV Cook on Corporations, 
Eighth Edition, p. 3641, to the effect that if trustee's certificate 
is silent as to recording, the trustee is not liable for failing 
to record. 


4In Benton vs. Safe Deposit Bank of Pottsville, Pa., 255 
N. Y. 260, 174 N. E. 648, decided January 6, 1931, it was 
held, reversing an earlier decision, that under Pennsylvania 
law the trustee is not liable to the purchaser of bonds for 
alleged negligent failure to record a trust mortgage when the 
trust indenture specifically stated that trustee was under no 
duty to record the instrument. See also Bell vs. Title Trust and 
Guarantee Co., 292 Pa. 228, 140 Atl. 900. But see 42 Harvard 
Law Review at p. 210, for forcible argument opposing this view. 


Wrongful Application of Proceeds from Bonds 
Whichever may be the soundest view re- 
garding the obligation to record, there is 
another aspect of the general problem con- 
cerning the issuance of bonds which should 
claim attention. Where the trustee has au- 
thenticated and delivered bonds upon the re- 
ceipt of a certificate in the form prescribed 
by the indenture, it is usually held that the 
trustee incurs no liability if, after the bonds 
have been delivered, the proceeds are wrong- 
fully applied by the borrower. This is on 
the theory, of course, that the trustee can- 
not be expected to enter actively into the 
business of the mortgagor or supervise the 
application of the proceeds so as to prevent 
embezzlement or misapplication. 

But, suppose that the trustee knows of the 
mortgagor’s continued misapplication and 
disregard of the mortgage provisions, is not 
the trustee under an obligation to refrain 
from making further deliveries of bonds or 
proceeds, until it has taken measures to safe- 
guard their application? And is this not true 
even if the certificate is in the form pre- 
scribed by the indenture, and even though 
it is provided therein that the trustee is not 
required to look to the application of the 
proceeds of bond sales? 

If there is such a duty, apparently we have 
another instance of the imposition of an 
obligation upon the trustee, arising not out 
of its contract, but rather out of the rela- 
tion between it and the security holders, and 
in derogation of the express contract of the 
parties. 

The Rhinelander Case 

In the case of Rhinelander vs. Farmers’ 
Loan & Trust Company (172 N. Y. 519; 65 
N. E. 499), the mortgagor agreed to apply 
the proceeds of the bonds to specific purc- 
poses, and when withdrawing them from the 
trustee, to furnish a certificate showing the 
purposes for which they were to be used. 
The first lot of bonds were delivered upon 
the certificate of the company as to the use 
to which the funds were to be put, and fur- 
ther advances were made on similar certifi- 
cates, but with knowledge that the funds 
were being continually misapplied by the 
company. 

The mortgage contained the usual provi- 
sion that the trustee was to be under no 
obligation to see to the disposition of the 
proceeds of the bonds. The lower court, ap- 
parently looking only to the contracts of the 
parties, held that the certificates upon which 
the bonds were delivered adequately com- 
plied with the terms of the indenture, and 
that consequently no liability for misappli- 
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cation could be imposed upon the trustee. 

The Court of Appeals, however, rejecting 
this view of contract, distinguished those 
duties which arise out of contract and which 
may be read into it as implied 
from those that arise out of the relation be- 
tween the parties which exist irrespective of 
intention, and are to be regarded as implied 
obligations, and said it was quite clear that 
in the instant the trustee had an im- 
plied duty, springing from its relationship 
to the bondholders, to refrain from issuing 
the bonds when it knew the proceeds were 
being misapplied, and that there was a 
serious impairment of the mortgage security.® 

In the Frishmuth vs. Farmers’ 
Loan & Trust Company (95 Fed. 5), which 
involved the same mortgage, the Federal 
Court went even further than the New York 
Court, saying: 

“The duties assumed by one to whom a 
railroad mortgage is made for the benefit of 
bondholders are not those only which are 
defined by the terms of the instrument. 
Others are superimposed upon the trustee, 


covenants, 


case, 


case of 


5The complaint was dismissed, however, because the suit was 
barred by the statute of limitations. It must be admitted that 
on the facts recited in the opinion the case is confusing, and 
that it may with justice be said that the rule announced should 
be strictly applied. 





created by the relation of the parties and 
the situation of the trust fund. Although 
selected by the mortgagor, the trustee is se- 
lected to represent as well those who may 
become the holders of bonds. No one but 
the trustee can enforce the covenants and 
conditions of the mortgage, or take proper 
measures to protect the interests of bond- 
holders in respect to matters not provided 
for by the terms of the instrument.” 

Thus recognizing that the trustee had im- 
plied powers and duties entirely apart from 
the contractual relation of the parties. 


Removal of Prior Incumbrances—Application 
of Moneys Coming into Trustee’s Hands 
The trustee’s obligation with respect to a 

mortgagor’s covenant to protect the value of 

the trust property by removal of prior en- 
cumbrances, is difficult of definition particu- 
larly if this is to be accomplished by the 
means of the application of moneys coming 
into the trustee’s hands. In Patterson vs. 

Guardian Trust Company of New York (144 

App. Div. 863; 129 N. Y. Supp. 807), it ap- 

peared that bonds were to be paid in annual 

installments, and the third and fourth in- 
stallments were to be applied to the reduc- 
tion of a prior mortgage. The trustee cer- 
tified a large number of bonds as fully paid, 
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and they were sold by the company. There 
was no provision requiring the proceeds to 
be deposited with the trustee, but the com- 
pany deposited the funds with the commer- 
cial department of the trustee bank, later 
withdrawing the deposits and dissipating the 
funds. 

Suit was brought against the trustee for 
permitting these withdrawals, and the trus- 
tee held liable on ‘tthe theory that it was 
under a duty, having full knowledge of the 
facts, to compel an application of the moneys. 


Other Situations Involving Possible Implied 
Duties 

Other difficult questions of the trustee’s 
obligations in certain situations suggest 
themselves, as for example, the matter of 
successive releases of property after the 
trustee becomes aware of the mortgagor’s 
continued disregard of provisions of the in- 
denture with respect to the application of 
proceeds of bonds issued; the pursuance of 
a course of nonaction by the trustee in the 
case of successive defaults by the mortgagor, 
where the trust indenture provides that the 
trustee may in its discretion declare defaults, 
but does not provide that it shall do so 
except upon request of a certain percentage 
of bondholders; the question of the extent 
of the trustee’s duty under similar provisions 
in the trust indenture when notified by the 
debtor company that it will not perform cer- 
tain covenants in whole or in part in the 
future. 

Certainly it would be the safest procedure 
in these cases, either to apply to the court 
having jurisdiction for instructions, or take 
some measures to restrain the debtor com- 
pany’s unlimited control. At least the cases 
above mentioned seem to point to such a 
course of action if the trustee is to be free 
from liability, and indicate clearly that not 
every obligation of a corporate trustee is 
found expressed or implied in the covenants 
of the indenture, but that inherent in the 
relation, there are duties which, though they 
may admit of less than full performance, 
will be raised above their disavowal, and a 
reasonable measure of responsibility de- 
manded in their discharge. 


When Immunity Clauses Cannot Be Invoked 

I have outlined the situations where im- 
plied obligations may be imposed upon the 
trustee on account of its relationship to the 
bondholder. I wish now to discuss the ex- 
tent of the trustee’s liabilities under cor- 
porate indentures with a short analysis of 
the cases wherein the trustee is held to have 
“transcended” its express powers, and _ is, 


therefore, not allowed to invoke the aid of 
exculpatory clauses written into the contract 
expressly for its protection. 

The gist of these decisions appears to be 
that though the so-called immunity clauses 
for the protection of the trustee may be 
operative as to the exercise of discretion or 
making errors in good faith within the scope 
of the trustee’s authority or powers as speci- 
fied in the trust indenture, they do not pro- 
tect the trustee where it performs acts which 
are not within such powers, and damage 
results. Thus in Conover vs. The Guarantee 
Trust Company (102 Atl. S44, affirmed 106 
Atl. S44, bondholders sought to hold the 
trustee personally liable for having breached 
its duty in accepting collateral in the form 
of bonds and mortgages secured by mort- 
gages on the land of the mortgagor, rather 
than bonds and mortgages owned by the 
mortgagor (which were to have been ap- 
praised and guaranteed by a corporation 
associated in interest with the mortgagor) 
and assigned to the trustee as provided in 
the trust indenture. No fraud was alleged. 

The trustee pleaded immunity because of 
provisions in the indenture that it was not 
to be responsible for the validity of the 
bonds and the mortgages given to it as Se- 
curity, nor for acts done in good faith and 
with ordinary care. The court, in holding 
the trustee liable, distinguished between 
cases where there is bad judgment, and those 
where the acts of the trustee are outside of 
the trustee’s authority, and held the accept- 
ance of the mortgage executed by the com- 
pany to be beyond the scope of the trustee’s 
authority and that, therefore, there existed 
no situation in respect of which the immu- 
nity clauses could operate. * . 


It Is Difficult to Know When Trustee 


Transcends Its Power 

It is obvious that the distinction which 
the court lays down makes it highly specu- 
lative at what point a departure from the 
terms of the indenture ceases to be gov- 
erned by the immunity clauses, and enters 
into the field of those acts which are beyonJ 
the scope of the trustee’s authority and the 
protection of such provisions. In a close 
case, it is plain that it would be extremely 
difficult for the trustee to determine whether 
its breach will fall in one category or the 
other. 

The Rules of the ‘“‘Doyle Case’’ 

As a further illustration of this type of 
case, I refer, to the important case of Doyle 
vs. Chatham & Phenix National Bank of the 
City of New York (253 N. Y. 369, 171 N. E. 
574). In that case it appeared that the 
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bank, acting under a trust indenture secur- 
ing the payment of bonds, was authorized 
to certify bonds as belonging to the series de- 
scribed in the indenture when there had been 
delivered to and pledged with it, the trade 
acceptances or notes of dealers or automo- 
bile buyers to an amount equal to 110 per 
cent of the amount of bonds to be issued. 

The trust indenture further provided that 
the trustee might require from time to time 
that the corporation furnish a_ certificate, 
or certificates, of the president or a_ vice- 
president, attested by the secretary or as- 
sistant secretary under the corporate seal, 
setting forth all or any information ‘“con- 
cerning names and addresses of makers, ac- 
ceptors, and other pertinent data regarding 
such collateral and/or first lien mortgages, 
such lists, deseriptions and tabulations of 
collateral delivered or to be delivered to the 
trustee,” and that such certificate, or certi- 
ficates, should be conclusive evidence to the 
trustee of all statements therein contained, 
and full warrant and protection to it for any 
and all action taken on the faith thereof, 
under the terms of the indenture. 

The bank certified various bonds from 
time to time without demanding the certifi- 
cate which the trust indenture provided the 
bank might require but need not. Thereafter 
the corporation defaulted in the payment of 
interest and the defendant resigned as trus- 
tee. It then appeared that, previous to such 
resignation, the corporation had deposited 
with the bank, as collateral for bonds certi- 
fied by it, securities which were utterly 
worthless; that none of them, with one ex- 
ception, were the notes or acceptances of 
dealers or automobile purchasers, nor given 
for the purchase of an automobile. There 
was no suggestion of fraud on the bank’s 
part. 

The court, though it admitted that the 
eertification of the bonds by the bank did 
not make the trustee liable to a purchaser 


of the bonds as guarantor of the sufficiency 
or legality of the securities pledged, or for 
negligence in not ascertaining that the se- 
curities were worthless, nevertheless held 
the bank liable for the loss on the theory 
that, by its certification, the bank repre- 
sented that deposit of the proper securities 
had been made, and since this was not the 
case, the bank was guilty of negligently 
making a misrepresentation of fact, and the 
bondholders having been induced by such 
authentication to invest in worthless bonds, 
the certification was the proximate cause of 
the losses sustained. The court added, in 
answer to the contention that the bank was 
excused because of the exculpatory provi- 
sions, that these exemptions from liability 
did not apply in view of the fact that the 
trustee had transcended its authority in cer- 
tifying the bonds. 


Harvey vs. Guaranty Trust Company 

Again, in the case of Harvey vs. Guaranty 
Trust Company (236 N. Y. Supp. 387, 134 
Mise. 417), which, of all the cases I have 
cited, should certainly be read, it appeared 
that the trust indenture provided for auto- 
matic revesting of mortgage property on the 
payment of the bonds and interest, without 
the necessity of executing satisfactions, and 
empowered the trustee to satisfy the trust 
deed upon the presentation of all original 
bonds and coupons, except those provided for 
by deposit of sufficient funds to redeem. 
During the term of the indenture, the mort- 
gagor elected pursuant to an option granted 
in the indenture, to redeem all outstanding 
bonds and in due course all but twenty 
were turned in. 

Preparatory to requesting the trustee to 
satisfy the indenture, the mortgagor applied 
to the trustee for a duplicate bond in lieu 
of the twenty outstanding, supplying | the 
trustee with affidavits and resolutions recit- 
ing, inter alia, that the twenty bonds had 
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been authenticated and delivered to the mort- 
gagor, but had not been sold, pledged, hypo- 
thecated, or disposed of for value or other- 
wise; that they had been lost and could not 
be found after diligent search; and that the 


mortgagor’s records did not disclose their 
whereabouts. 
An indemnity bond of $20,000 was also 


supplied the trustee to save it harmless in 
issuing the duplicates without surrender of 
the originals. The trustee acting entirely in 
good faith thereupon authenticated’ the 
bonds, and at the mortgagor’s request re- 
tained them for the moment. Thereupon the 
mortgagor elected to complete its redemp- 
tion, asked that the duplicate bonds be can- 
celed, no funds being delivered to the trustee 
to redeem the twenty bonds or coupons at- 
tached. Thereafter the trustee delivered to 
the mortgagor, at the latter’s request, a sat- 
isfaction of the trust indenture. There was 
no express provision anywhere in the _ in- 
denture for the authentication by the trus- 
tee of duplicate bonds or coupons, or for the 
delivery of a satisfaction of mortgage on 
payment of all bonds and coupons, or other- 
wise. The bank was held bound to respond 
to an action Tor damages inasmuch as the 
trustee possessed no authority to do what it 
had done. 

The bank, of course, endeavored to invoke 
the immunity provisions of the indenture, 
which were most comprehensive, including 
the usual clause exempting the trustee from 
liability for anything whatever in respect t9 
the premises or the trust created, except its 
own fraud or willful misconduct, but the 
court held that these provisions: were of no 
avail, for the trustee had transcended its 
power and thus lost the right to invoke this 
protection. Moreover, the court held that 
the acts of the bank amounted in fact to 
willful negligence. 


Corporate Trustee Must Become Vigilant 

It should be noted here that, before the 
bank would issue the duplicate bonds, it 
demanded of the mortgagor, a corporate in- 
demnity bond in an amount three times the 
value of the original securities, in which the 
principal and surety agreed to save the trus- 
tee harmless by reason of loss sustained by 


such issuance without presentation of the 
originals. This would seem to have been 


wise and prudent, but be it said for your 
thoughtful consideration, that the court ex- 
pressly adverted to the exaction of the bond 
as evidence that the trustee thought its 
course of action of doubtful propriety! 

Our conclusions, then, from the discussion 
of the liabilities incurred by fiduciaries iu 


the performance of their duties under trust 
indentures is that it is not always easy to 
recognize what duties may be imposed by 
the relationship between the trustee and the 
bondholders, nor to determine at what point 
it will be held that the trustee has “trans- 
cended” its powers and is therefore held to 
answer for its acts regardless of immunity 
provisions. In general, of course, the ex- 
press contract provisions will prevail and 
the trustee be protected. It is plain, how- 
ever, that the corporate trustee must become 
increasingly vigilant if it is to escape lia- 
bility for acts of commission which are 
neither fraudulent nor “intentional,” in the 
sense that the trustee is deliberately disre- 
garding its express contract, but which the 
courts nevertheless construe as transcending 
the trustee’s express powers, and for acts of 
omission, if I may use the phrase, which the 
courts construe as failing to meet implied 
duties imposed upon the trustee. 


Risks Insured or Bonded 
The question which remains is the prob- 


lem of determining whether these risks 
which appear can be bonded or insured 
against. It would seem to me that the cor- 


porate trustee should be able to obtain a 
bond conditioned on its faithful performance 
of its contract as expressed by the trust in- 
denture. In other words, where the con- 
tractual duties imposed upon the trustee are 
clear, and may be determined by a mere 
reference to the trust instrument, I see no 
reason why insurance companies should not 
be able to arrive at a satisfactory estimate 


of the risks and at a basis of indemnifica- 
tion. In fact, I understand that “coverage” 


insuring the trustee against losses in cases 
similar to those which I have mentioned 
above, was then issued, but that the experi- 
ence of the insurers was so unsatisfactory 
that the insurance companies were obliged 
to discontinue it. 

It is true that the reputation and integrity 
of the trustee would have a good deal to do 
with the question of the acceptance of the 
risk, but this is true of all such indemnity 
insurance. The problem becomes more diffi- 
cult, however, and the question of being able 
to obtain protection less easy to answer when 
we go from the realm of strict contract, and 
bring ourselves within the doctrine of the 
cases which impose liability because of the 
implied duty to third parties. I have per- 
formed my duty, however, I trust, if I have 
indicated as clearly as I am able, the pos- 
sible sources of liability, though I cannot by 
the nature of the situation, solve the prob- 
lem of obtaining protection. 
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For any accounting 
plan—neater, simpler, 
and more timely records 


Burroughs Trust Machine has many auto- 
matic features which provide greater speed, 
ease and simplicity of operation, no matter 
what accounting plan you use. 


In fact, you can have a machine exactly 
suited to your requirements in every 
particular, and with any number of accumu- 
lating registers up to twenty. 


For complete information or a demonstra- 
tion, call the local Burroughs office. 


BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 





== ert 


ee Set 6.64453 7 
"ASSET ne \ 


ESTATE OF 4 swity 


The forms illustrated are part of a 
plan that has for its main objectives 
the following: (A) Keeping of a 
Principal Ledger which shows the 
balance of Principal Cash, Invest- 
ments and Corpus on one sheet and 
gives a complete picture of Principal 
including losses and gains on realiza- 
tion; (B) An Income Cash Ledger and 
Statement that furnishes income tax 
information on the most active classi- 
fications as a by-product of the post- 
ing; (C) A Journal of the entire Trust 
Department with proof totals of every 
classification. The same machine posts 
the complete system of subsidiary 
asset records. All these postings were 
made .on a Burroughs .Trust*Machine 
equipped with enough registers to 
accumulate a complete proof. This 
machine is available with any number 
of registers up to twenty. 


Burroughs 
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RESOLUTION 


OREGON AUTO CAMP ASSN 


te Gesu 
of Kmerica> 


An organized gang of thieves were steal- 
ing from tourists at the various auto 
camps in Portland, Oregon, last year. 
Jewelry, money, Travelers Cheques, and 
other articles of value were continually 
being pilfered. The secret service staff 
of the American Express was notified 
and their organized efforts in tracing the 
cashing of the stolen Travelers Cheques 
led to the apprehension of the thieves, 
who were sentenced to serve from one 
to twenty years in the Utah State Peni- 
tentiary. 


A resolution was adopted by the Oregon 
Auto Camp Association on Nov. 21 and 
22, 1930, in part as follows: Whereas: 
tourists know the protection afforded by 
Travelers Cheques; and, Whereas, only 
recently the American Express Company 
has been instrumental in securing the 
prosecution of thieves who ertered upon 
the grounds of various of our membership 
camps in Portland, Oregon, and stole 


from tourists therein articles of value, 
including jewelry, money and Travelers 
Cheques; Now, therefore, 


Be It Resolved: that we extend to the 
American Express Company our thanks 
and commend their efforts in bringing 
about the prosecution of those guilty of 
pilfering and thievery in auto camps, and 
that we recommend to all banks operating 
in the State of Oregon and elsewhere that 


they acquaint the tourist or traveler with 


the service rendered by the American 
Express Company, and that we recom- 
mend to all banks the sale of American 
Express Company Cheques to those 
making inquiry concerning Travelers 
Cheques; and we further recommend to 
the traveler and tourist that he purchase 
American Express Company Travelers 
Cheques as a protection from loss sus- 
tained by reason of thievery, in that the 
American Express Company gives per- 
sonal service at the time of the loss of its 
Cheques either by thievery or through 
loss, and by reason of the fact that the 
American Express Company gives im- 
mediate assistance and refund in either 
of such events. 


And Be It Further Resolved: that we 
recommend to the public the use of 
American Express Company’s Travelers 
Cheques by reason of the personal service 
rendered and the protection given to 
those using Travelers Cheques. 


accepted the world over 
AMERICAN EXPRESS 
“Travelers cheques 


Travelers Cheques and Travel Service 


Steamship Tickets, Hotel Reservations, Itineraries, 
Cruises and Tours Planned and Booked to. Any Part of 


the World by the 


American Express Travel Service 








DIVIDENDS 


RHODE ISLAND SUPREME COURT HOLDS THAT STOCK 
ISSUED AFTER THE DEATH OF THE 


TESTATOR BELONG SOLELY TO CORPUS 


(Text of Decision) 


HODE ISLAND has joined with 
Massachusetts in enunciating the 
rule that stock dividends belong to 


corpus and are not apportionable as under 
the Pennsylvania rule. Because of the com- 
prehensive manner in which the court in this 
ease of Rhode Island Hospital Trust Com- 
pany vs. Tucker, reviewed the principles in- 
volved and the authorities cited, the opinion 
of Justice Rathbun is printed in full below: 


Text of Decision 

RATHBUN, J. This is a bill for instruc- 
tions brought in the Superior Court by trus- 
tees under the will of Annie E. Tucker. The 
cause being ready for hearing for final de- 
cree was certified to this court for deter- 
mination as provided by Section 35, Chapter 
339, General Laws 1923. 

The testatrix deceased July 28, 1928, leav- 
ing a will by the codicil of which she gave 
her residuary estate to the complainants in 
trust to pay the net income therefrom to her 
husband, John H. Tucker, during his life, 
and, upon his death, to her John H. 
Tucker, Jr., and her daughter Katherine, and 
to the survivor until his or her death. The 
will directs the trustee to transfer on the 
death of said survivor the trust estate, free 
from the trust, to the testatrix’s grandchil- 
dren. <All persons sui except those 
against whom confesso were 
taken were represented by Counsel and the 
Superior Court appointed a guardian ad 
litem to represent respondents who were 
minors or persons unascertained or not in 
being. 

The trust estate, as received by the trus- 
from the executor, and as now consti- 
tuted, consists of shares of stock in ten dif- 
ferent corporations. Each of said corpora- 
tions has issued to the trustees either stock 
dividends, so-called,.rights to subscribe to 
new shares of the stock of the issuing cor- 
poration, or rights to subscribe for a deben- 
ture or bond convertible into stock of such 
corporation. Two of said corporations pay 
no cash dividends but distribute to 
holders at regular intervals shares of stock 
issued against their capitalized surplus. Some 
of said corporations pay regular cash divi- 
dends and distribute at regular inter- 
vals stock issued against capitalized surplus 


son, 


juris 


decrees pro 


tees 


stock- 


also 


of the issuing corporation. In each instance, 
except one, the stock, or right to subscribe, 
was issued against surplus earned after the 
creation of the trust. In other words, the 
corporations, instead of paying a cash divi- 
dend out of current earnings, capitalized a 
portion of said earnings and issued shares 
of stock to the stockholders. 

The question is whether shares of stock, 
or the right to subscribe therefore, issued 
against surplus earned during the continua- 
tion of the trust is income, to be delivered 
to the life tenants, or corpus to be retained 
for the ultimate benefit of remaindermen. 

This is the first time that this question, 
which has given rise to so many different 
rules with varying modifications and so— 
much conflict of authority, has been pre- 
sented to this court. 

The English rule is that regular dividends 
whether in cash or stock belong to the life 
tenant, and extraordinary dividends whether 
in cash, stock or property belong to the re- 
mainderman.—Bouch vs. Sproule (lL. R. 12 
App. Cas. 385). 

The Pennsylvania rule is that all dividends 
whether cash or stock earned before the cre- 
ation of the trust are capital and belong to 
the remainderman; that all dividends of 
either class earned during the continuation 
of the life estate are income and belong to 
the life tenant; and that dividends of either 
class earned partly before and partly after 
the creation of the trust will be apportioned. 
—Karp’s Appeal (28 Pa. 368); In re Smith’s 
Estate (140 Pa. St. 344). 

The Massachusetts rule is that all cash 
dividends, whether ordinary or extraordi- 
nary, are income, and all stock dividends, 
so-called, are capital without regard to the 
time when the same were earned.—Winot vs. 
Paine (99 Mass. 101). 

The English rule we cannot approve. 

The Pennsylvania rule, as applied to stock 
dividends, so-called, is admitted by some 
courts which have adopted the same to be 
lacking in logic.—Ballantine vs. Young (81 
N.. J. Ea. 70). 

It is our opinion that courts which apply 
this rule to so-called stock dividends attempt 
to divide corporate earnings according to 
their ideas of justice between the life ten 
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ant and the remainderman in disregard of 
well established legal] principles and in vio- 
lation of the language of the will. 

The Pennsylvania rule, as applied to so- 
called stock dividends is based upon the 
theory that the life tenant is entitled to all 
income of the corporation after the creation 
of the trust. It can hardly be called a 
sound theory which results in giving all 
profits to one class of beneficiaries and visits 
all losses upon another.—Sce Parker vs. 
Mason (8 R. I. 427). 

The Massachusetts rule. so far as so- 
called stock dividends are concerned, ap- 
pears to be logical, to be founded on correce 
legal principles and to be a rule by which 
justice may be done between the life tenant 
and the remainderman. However, it may be 
pertinent to say that we cannot follow the 
Massachusetts rule in its application to ex- 
traordinary cash dividends the payment of 
Which impairs the surplus accumulated be- 
fore the creation of the trust. See R. J, 
Hospital Trust Company vs. Peckham (42 
m. i, 

The Massachusetts rule, as applied to so- 
called stock dividends, although probably 
hot approved by a majority of courts is fol- 
lowed in many jurisdictions, including the 
United States Supreme Court. See Gibbons 
vs. Mahon (136 U. S. 549): Towne vs. His- 
ner (240 U. S. 418); Eisner vs. Macomber 
(252 U. 8S. 189); Hayes vs. St. Louis Trust 
Company (317 Mo. 298); Hayes vs. Union 
Trust Company (317 Mo. 1028); Lamb vs. 
Lehman (110 Ohio st. 59, 42 A. L. A. 437; 
Green vs. Bissell (79 Conn. d47; Humphrey 
vs. Lang (169 N. CG. 601); Security Trust 
Company vs, Rammelsburg (S82 W. Va. 701 . 


365). 


The same principles applies to rights to 
subscribe for stock and to rights to subscribe 
for debentures and bonds convertible into 
Stock of the issuing company. In each in- 
Stance a portion of corporate surplus has 
been permanently capitalized. See Greene 
vs. Smith (17 R. 1. 28): Brown vs. Larned 
(44 BR. 4b. S72). 

In considering the question before us it 
is not our province to determine what is in 
our opinion fair between one class of benefi- 
ciaries and another or to speculate as to 
whether the testatrix entertained some un- 
expressed intention opposed to the plain and 
ordinary meaning of the language she em- 
ployed. We are called upon to construe her 


Will; and, in so doing, it is our duty to give 
effect to her intention as expressed by the 
language used therein. 

Testimony in behalf of the life tenants 
was introduced, over objection, tending to 





Show from purported Statements of the tes- 
tatrix that she intended that stock dividends, 
so-called, issued by one corporation which 
paid no cash dividends, be considered in- 
come, and showing that after her holdings 
in this corporation had accumulated to 100 
shares she sold all shares of stock in said 
corporation issued to her thereafter. Sueh 
testimony tended to contradict or supplement 
the express terms of the wili, and was inad- 
missible-—R. J. Hos. Tr. Co. vs. Bradley 
(a2 BY. 134). 

The testatrix uses the word “income.” Had 
she desired to give to the life tenants some- 
thing in addition to income, as that word is 
ordinarily could have ex- 
pressed her wishes in detail. She must be 
presumed to have been familiar with the 
ordinary use and meaning of the word “in- 
come” and to have known that a stock- 
holder is not entitled to receive any part of 
the earnings of a corporation until its direc- 
tors, acting in good faith. declare a divi- 
dend; and that the directors, acting in good 
faith, may retain a portion or all of the 
earnings and thereby accumulate a surplus 
to be invested and used in enlarging or ex- 
panding the corporate business. 


understood, she 


Although such surplus may be distributed 
to the stockholders at any time before it 
is carried to the permanent capital account, 
such surplus is corpus before. as Well as 
after, the declaration of a so-called 
dividend against the same, thereby placing 
the portion of surplus represented by the new 
Shares beyond the power of the directors to 
distribute to stockholders. Before new shares 
Were issued it was within the power of the 
directors to change the surplus from capi- 
tal to income by declaring a cash dividend 
out of the same. They did not do so bui 
retained the surplus, as they, acting in good 
faith, had the right to do to be held as per- 
manent capital. The surplus represented by 
the stock issued against it was always capi- 
tal and could not become income after the 
directors placed it beyond their power to 
distribute the same as income to the stock- 
holders. If the surplus represented by the 
new shares is capital it follows that the 
shares are capital also. “A stock dividend 
really takes nothing from the property of the 
corporation, and adds nothing to the inter- 
ests of the shareholders. Its property is not 
diminished, and their interests are not in- 
creased. After such a dividend, as before, 
the corporation has the title in all the cor- 
porate property; the aggregate interests 
therein of all the Shareholders are repre- 
sented by the whole number of shares; and 


stock 








the proportional interest of each shareholder 
remains the same. The only change is in 
the evidence which represents that interest, 
the new shares and the original shares to- 
gether representing the same _ proportional 
interest that the original shares represented 
before the issue of new ones.”’—Gibbons vs. 
Mahon (136 U. S. 549 at 559). 

It has been frequently pointed out that the 
term “stock dividend” is a misnomer and a 
self-contradiction. Stock represents capital 
and there can be no dividend until a portion 
of the surplus is separated from capital and 
distributed to the stockholders.—Brown vs. 
Larned, supra. The legal concept of income 
implies a severance from capital. 

It may be suggested that the rights of a 
life tenant and a remainderman should not 
depend upon a decision dictated by the pol- 
icy of the directors. In the absence of proof, 
or even a suggestion to the contrary, we 
must assume that the directors are acting in 
good faith in performing their duties; and 
we cannot change the provisions of the will 
to conform to our ideas of justice between 
life tenants and remaindermen. 

Our attention has been directed to certain 


language in R. J. Hos. Tr. Co. vs. Peckham, 
supra, to the effect that the same rule ap- 


plies to so-called stock dividends as to cash 
dividends. That question was not before the 
court in the Peckham The question 
was as to the application of an extraordinary 
cash dividend out of surplus accumulated 
before the death of the testator. The lan- 
guage referred to is dicta. 


case. 


Our determination is that all shares of 
stock, rights to subscribe for such shares 


and rights to subscribe for debentures and 
ponds, convertible into stock of the issuing 
corporation, issued to the trustees by cor- 
porations declaring the same are capital to 
be held for the ultimate benefit of the re- 
maindermen; and the complainants are ad- 
vised accordingly. 

The parties may present a form of decree 
in accordance with this opinion on July 6, 
1931. 


o, 2, °, 
Se go ee 


Hendrik R. Jolles has been made a vice- 
president of the National City Co. of N. Y. 
Though American born, Mr. Jolles is of 
Dutch ancestry, and it was he who organized 


the Amsterdam, Holland, office of the Na- 
tional City Company in 1925. 
The National Association of Mutual Say- 


ings Banks has issued a summary of changes 
made in the laws of various states govern- 
ing investments of mutual savings banks. 
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NOTABLE GAINS BY PHILADELPHIA 
NATIONAL BANK 


The Philadelphia National Bank continues 


new records of increase in volume 
of business as the largest national bank in 
Pennsylvania. On top of an increase of $68,- 
634,000 in deposits registered during the first 
quarter of the current year the June 30th 
statement shows another increase of ap- 
proximately $11,000,000 bringing the aggre- 
gate to $372,567,249. As compared with 


to score 


March, 1930, resources have increased from 
$326,000,000 to $455,S74,058. The resources, 


moreover, reveal a very strong and diversi- 
fied position. Capital is $14,000,000; surplus 
and net profits of $32,405,000 representing an 
increase of nearly half a million. Last Janu- 
ary the directors authorized transfer of 
$8,000,000 from surplus of which $4,000,000 
was used to charge off all overdue paper and 
accounts requiring adjustment and the re- 
maining $4,000,000 set up for contingencies. 


UNITS OF DETROIT BANKERS COMPANY 
SHOW STRONG POSITION 
The group of large banking institutions 
composing the Detroit Bankers Company, re- 
port excellent progress. These units are the 
Peoples Wayne County Bank, the First Na- 
tional Bank of Detroit and the Detroit Trust 
Company. The combined June 30th state- 
ment shows aggregate resources of $754,955,- 
374; deposits, $635,372,923. Capital is $26,- 
910,000; surplus, $47,690,000; undivided 
profits, $10,108,338 and reserves for contin- 
gencies of $8,964,644. 


TRUST COMPANY OF NEW JERSEY 
ABSORBS HOBOKEN BANK 
In accordance with the plan agreed upon 
by the directors of the four largest banks of 
Hudson County, New Jersey, the Trust Com- 
pany of New Jersey of Jersey City has taken 
over the liabilities and business of the Sec- 
ond Bank & Trust Company of Hoboken. 
This action was deemed expedient for pro- 
tection of depositors because of the with- 
drawals following the closing of the Steneck 
Trust Company of Hoboken. The Second 
Bank & Trust Company reported on June 
30th total deposits of $3,945,000. Guaran- 
tees against loss were put up bs» the diree- 
tors of the bank and members of the North 
Jersey Clearing House Association. 


R. J. Hoddinott, assistant secretary of the 
Collver-Miller Company, travel department 
of the Cleveland Trust Company, has beea 
promoted to assistant manager of the foreign 
department of the bank. Mr. Hoddinott has 
been prominent in A. I. B. activities. 
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The Manhattan Company Building 
40 Wall! Street, New York 


Increased facilities for service 


By means of a correspondent relationship with the Bank of 





Manhattan Trust Company, banks and trust companies 
throughout the country can supplement their own facilities 
and bring to their customers the complete financial services, 
large resources and world-wide connections of The Man- 
hattan Company group of financial institutions. The ser- 
vices of each of these companies which are specialists in their 
particular fields, are available to all customers of this bank. 


Bank of Manhattan Trust Company NewYork Title & Mortgage Company 


Domestic Banking and Trust Service Guaranteed Mortgages and Certificates 
International Acceptance Bank, Inc. National Mortgage Corporation 
Foreign Banking National Title and Mortgage Service 


International Manhattan Company 
Incorporated 
Investment Securities 


BANK OF MANHATTAN TRUST COMPANY 


MAIN OFFICE: 40 WALL STREET, NEW YORK 80 OFFICES IN GREATER NEW YORK 


| 
V 























STRIKING PARALLELS IN ANCIENT AND MODERN WILLS 


MIRROR AFFECTION, ROMANCE AND HUMAN TRAGEDIES THROUGH THE AGES 


ALLAN HERRICK 
Advertising Manager, Security-First National Bank of Los Angeles, Cal. 





(Epitor’s Nove: 


The solemn hour of will-writing is one that lays bare the secrets 


and the souls of men of high and low degree. To those of faltering faith in humanity 
there is nothing so revealing of kinship and abiding virtues of affection, unselfishness and 
devotion as may be gained from a study of wills ranging from ancient to modern records. 


Romance and tragedy come 


to the surface from unsuspected sources. 


The most striking 


similarity, however, is that which gives expression to primary instincts of protection and 


solicitude for loved ones. 


Added to these, in latter-day wills there is a growing tendency 


toward generous public benefactions which cannot fail to impart new claims and incen- 


tives to modern trust service.) 
ILLS and 

among the most 

all human documents. 

abounds, and in their musty pages may be 

found absorbing stories of adventure, in- 

trigue, love, and hatred. Cleopatra, weeping 

at the tomb of her lover on the banks of the 

Nile, in a final testamentary message, reveals 

her love for Antony as the guiding destiny 


similar writings are 
fascinating of 


Romance 


of her life. Her final passionate words 
record her true feelings for all time: 

“Oh, dearest Antony you, a Roman 
born, have found a grave in Egypt. I, an 


Egyptian, am to seek that favor and none 
but that in your country. ... Do not allow 
your living wife to be abandoned, let me 
not be led in triumph to your shame; but 
hide, hide me; bury me here with you. For 
amongst all my bitter misfortunes, nothing 
has been so terrible as this brief time that 
I have lived away from you.” 

When Cleopatra’s words were brought to 
the ears of the Roman commander Octavian, 
he accepted them as a nuncupative will, after 
the manner of one spoken by a soldier on the 
battlefield, and the beautiful queen was laid 
at Antony’s side. 

Cleopatra’s father, Ptolemy XIII, had no 
end of anxiety because of a will made by his 


predecessor, Ptolemy XII. The latter in- 
dulged in colossal extravagance, and in 


order to borrow large sums from Rome made 
a will appointing the Roman Republic his 
heir, thus voluntarily bringing his dynasty 
to a close with his own decease. When he 
died, the Roman Senate acknowledged the 
authenticity of the will but the people of 
Alexandria had accepted Ptolemy XIII— 
Cleopatra’s father—as their king and the 
Romans made no effort him. 


to dethrone 





They contented themselves with “seizing, by 
virtue of the document, as much of the pri- 
vate fortune of the testator as they could 
lay hands on.” The new king, however, lived * 
in constant fear that the Romans would try 
to take Egypt because of his predecessor’s 
bequest. 


Evidence of Family Affection and Solicitude 

Wills abound in all periods of the world’s 
history. About 1910, William Matthew Flin- 
ders Petrie, the famous English Egyptologist, 
while searching at Kahun, found a will writ- 





CLEOPATRA, WHO MIGHT NEVER HAVE BEEN QUEEN 
OF EGYPT HAD THE WILL OF PTOLEMY BEEN 
ENFORCED 
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ten on papyrus and marked with an ancient 
seal, which, when deciphered, proved to be 
over 4,400 years old. The will was surpris- 
ingly modern in form, although written in 
2548 B. C. 

In 1911, Virgil Harris of St. Louis, in his 
“Ancient, Curious and Famous Wills,” gath- 
ered together interesting and colorful mate- 
rial regarding the wills of many famous peo- 
ple. In his book may be found references to 
the will of King Sennacherib, who died in 
681 B. C., the will of Plato, dating back to 
348 B. C., and the famous will of Virgil, or- 
dering the Aneid to be destroyed. 

Lack of time, materials, or suitable oppor- 
tunity has not prevented the drafting of 
wills, or substitutes for wills, by those in- 
tent upon recording their final wishes. Chris- 
topher Columbus wrote a codicil to his will 
on the fly-leaf of a Book of Prayers given 
him to comfort him while a prisoner. Her- 
nando de Soto penned his will on a scrap 
of paper in letters so small as to be almost 
in cipher and gave it to his faithful followers 
te whom he bade good-bye on the banks of 


the Mississippi. Theodosia Burr, unhappy 
daughter of that tragie figure of history, 


Aaron Burr, left a note in her trunk setting 
forth her final wishes with respect to her 
family and property. 

As one glances through the wills that have 
come down from ancient times and those 
that have appeared in more modern periods 
of the world’s history, an outstanding fea- 
ture of these documents is the evidence of 
family affection and solicitude which they 
disclose. The first wills on record sought to 
protect and shield loving wives and husbands 
and dutiful sons and daughters, as do the 
great majority of wills written today. Judge 
Harris of St. Louis, before whom many thou- 
sands of wills passed during his long and 
active career, once estimated that in more 
than half of all the wills written, the entire 


estate is left to the surviving husband or 
wife. 
Wills in which love and affection appear 


to be uppermost can be found with ease in 
practically any period of the world’s his- 
tory. Lady Palmerston, an ancestor of the 
celebrated English premier, wrote in her 
will of her husband: “As I have long given 
you my heart and tenderest affections and 
fondest wishes have always been yours, so 
is everything else I possess.” Queen Isabella 
of Spain, who ran away from home at sev- 
enteen to marry her cousin Ferdinand and 
reigned with him for more than a quarter 


of a century, left a will filled with expres- 
sions of endearment toward him and asking 
that she be buried at his side. 





John Marshall, the great Chief Justice and 
expounder of the Constitution, left a will 
evidencing throughout a great affection for 
his wife who had predeceased him. Attached 
to the will was a note reading in part as 
follows: “On the 3d of January, 1785, I was 
united by the holiest bonds to the woman I 
adored. From the moment of our union to 
that of our separation, I never ceased to 
thank Heaven for this its best gift. Not a 
moment passed in which I did not consider 
her as a blessing from which the chief hap- 
piness of my life was derived.” Alexander 
Hamilton, on the eve of the duel with Aaron 
Burr, in which he lost his life, wrote a will 
filled with concern for his wife and children. 


Romance in the Life of the Late J. Pierpont 
Morgan 

In 1861, Amelia Sturges, daughter of a 
prominent New York family, lay ill of tuber- 
culosis in Paris. Of the many who had 
sought her hand in marriage in America, 
only one, J. Pierpont Morgan, then a young 
man, remained faithful. He followed the 
girl to Paris and vowed his love, urging her 
to marry him and allow him to devote his 
life to the effort to restore her health. In 
the end, the girl consented and the two were 
married. Six months later she died, leav- 
ing the young husband heartbroken. Fifty 
years later, after Morgan had become the 
great financial leader of his generation, he 
wrote a will providing for the creation of a 
home for consumptives, to be known as “The 
Amelia Sturges Morgan Memorial.” 

Vernon Castle, the international stage star, 
war aviator, and holder of the Croix de 
Guerre, who was killed in an airplane acci- 
dent, left a will which reads like a love 
letter. After leaving all his property to his 
wife, Irene Castle, he writes: “I make this 
disposition of all my estate, not only as a 
token of my deep love and sincere affection 
for my dearly beloved wife, but also in 
grateful recognition of the happiness which 


I have enjoyed in her society during all 
our wedded life, and the great assistance 


which she had during all that time rendered 
to me in my professional work and career.” 

Fondness for sons and daughters and ad- 
monitions to them to live up to the best that 
their parents see for them in the future ap- 
pear frequently in wills. Sam Houston, the 
fiery leader of the Texas troops in the Bat- 
tle of San Jacinto, gave lengthy instructions 
for the education of his sons. Houston left 
his sword to his son Sam, with the admoni- 
tion that it “be drawn only in defense of 
the constitution, the laws and liberties of 
his country.” 
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Napoleon’s Will Written in Prison 

Although the will of Napoleon Bonaparte, 
written while a prisoner on the lonely island 
of St. Helena, contains much concerning ma- 
terial affairs and the disposition of his huge 
estate, one paragraph reads: 

“I recommend to my son, never to forget 
that he was born a French prince, and never 
to allow himself to become an instrument in 
the hands of the triumvirs who oppress the 
nations of Europe; he ought never to fight 
against France, or to injure her in any 
manner; he ought to adopt my motto— 
‘Everything for the French people.’ 

Maternal affection, too, is commen in wills. 
It is easy to detect between the lines of the 
will of Mary Washington, mother of the 
great President, the pride with which she 
speaks of “my son, General George Washing- 
ton; and the will of Dolly Madison discloses 
similar affection toward her “dear son, John 
Payne Todd.” 


Harsh Wills Comparatively Few 

It is not to be supposed, of course, that 
wills revealing unhappy family relationships 
are not to be found. Henry, Earl of Staf- 
ford, who followed James the Second of 
England into exile to France, and there mar- 
ried the daughter of the Duc de Gramont, 
said of her in his will: “To the worst of 
women, Claude Charlotte de Gramont, unfor- 
tunately my wife, guilty as she is of all 
crimes, I leave five and forty brass half- 
pence.” 

John Parker, an English bookseller living 
in old Bond street, left a provision in his 
will as follows: “To one Elizabeth Parker, 
whoin through fondness I made my wife, 
without regard to family, fame, or fortune, 
and who in return has not spared most un- 
justly to accuse me of every crime regarding 
human nature except highway robbery, I 
bequeath the sum of fifty pounds.” 

Harsh and cruel wills are few in number, 











however, as compared with those which re- 
flect loving care and solicitude. The hour 
of will making is one of forgiveness and of 
repentance. Past enmities are forgotten. The 
wayward daughter is restored to her place 
in the family circle. Hidden secrets are re- 
vealed and confidential relationships openly 
acknowledged. 
Lord Nelson and Lady Hamilton 

When the motion picture “The Divine 
Lady” appeared upon the screen, many thou- 
sands of people followed the thrilling story 
of Lady Hamilton without realizing that the 
scenario departed but little from historical 
fact. A few moments before the Battle of 
Trafalgar, Lord Nelson, the English com- 
mander who was in love with Lady Hamil- 
ton, retired to his cabin and wrote a codicil 
to his will, admitting his relationship to her, 
and voegging the British government to care 
fer her. A portion of the document read: 

“T leave Emma, Lady Hamilton, therefore, 
a legacy to my king and country, that they 
will give her an ample provision to maintain 
her rank in life ... I also leave to the benefi- 
cence of my country my daughter, Horatia 
Nelson Thompson; and I desire she will use 
in future the name of Nelson only.” 

Nelson died at Trafalgar, and the will had 
a tragic outcome. The love and affection it 
showed brought peace and comfort to Lady 
Hamilton, but Nelson’s plea for her fell on 
deaf ears in England. She was arrested on 
a charge of debt and imprisoned; and later, 
heartbroken and miserable, she and Horatia 
sought refuge in France, where she died in 
1818. 

Wills in Song, Story and Drama 

Throughout the ages wills have occupied 
a prominent place in song and story, and in 
the drama. Lucian, who wrote over 200 
years before the Christian eva, begins one of 
his delightful little tales with the reading 
of a will in the public square at Corinth 
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Homer, in a fabulous story of his own in- 
vention, cites a will made by Telemecus in 
favor of Pirrus. Don Quixote is led to 
make a will by his ingenious creator, Cer- 
vantes, and Louisa May Alcott incorporates 
a will in “Little Women.” The “Will of 
Charles Lounsbury,” incorporated in a story 
written for Harpers Weekly in 1898 by Wil- 
liston Fish, a prominent attorney of Chicago, 
and said to have been the inspiration for 
Irving Berlin’s popular song, “When I Leave 
the World Behind,” has been translated into 
many languages. Rather than dispose of 
his material possessions, Lounsbury chose to 
distribute the intangible and unmeasured 
blessings of mind and heart that had been 
his privilege to enjoy during his lifetime 
One paragraph reads: 

“TIT devise to boys jointly all the useful idle 
fields and commons where ball may be 
played; all pleasant waters where one may 
swim; all snow-clad hills where one may 
coast and all streams and ponds where one 
may fish, or where, when grim Winter comes, 
one may skate; to have and to hold the 
same for the period of their boyhood. And 
all meadows with the clover blossoms and 
butterflies thereof, the woods and their ap- 
purtenances, the squirrels and birds, and 
echoes and strange noises, and all distant 
places which may be visited, together with 
adventures there found, and I give to said 
boys each his own place at the fireside at 
night, with all pictures that may be seen in 
the burning wood, to enjoy without let or 
hindrance, and without any incumbrance of 


” 


sare. 


Founder of Lick Observatory 

Frequently wills cause current estimates 
of a man’s character to be radically revised. 
A man may reveal in his will cool and ¢al- 
culating motives little suspected by friends. 
More often, the opposite is true, and his un- 
selfish and generous instincts are uppermost. 
Such was the case with James Lick of Cali- 


fornia, whose gift of Lick Observatory 
brought his name to fame. During his life- 
time, Lick was believed to be selfish, narrow, 
and grasping. A piano maker by trade, he 
accumulated a fortune in South America 
and returned to California to make his home, 
where one of his biographers referred to 
him as “the meanest man in California.”’ He 
left a will, however, containing such a long 
list of public benefactions as to become 
monotonous in the reading. Among his gifts 
was one to the University of California for 
the construction of Lick Observatory, which 
was to be the finest in the world. ‘The con- 
tributions of the Observatory to science have 
been voluminous. Its beautiful location on 
the summit of Mount Hamilton incites com- 
ments by air travelers en route to San Fran- 
cisco, and the gift has caused a new picture 
of Lick to be drawn for succeeding genera- 
tions to view. 

Cecil Rhodes, whose gift of the Rhodes 
scholarships has made his name known far 
beyond his native land, suffered greatly in 
public esteem as a result of the “Jameson 
Raid,” a daring but unsuccessful political 
move that led to his retirement as Premier 
of South Africa. The broad and beneficent 
provisions of his will, however, with its gifts 
for many humanitarian purposes in addition 
to the Rhodes scholarships, aided greatly in 
restoring him to a high place among the 
world’s statesmen. 

Nobel Dedicates Fortune to International 

Peace 

Alfred B. Nobel, whose improvements in 
the manufacture of nitro-glycerin greatly in- 
creased man’s destructiveness in war, left an 
enormous fortune by will for the promotion 
of international peace. The Nobel Peace 
Prizes are paid in accordance with provisions 
set forth in his will, written in Paris in 1895. 

The Nobel Peace Prizes are in effect today, 
not only through the generosity of the 


founder, but also through the generosity of 
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his heirs, who united to carry out his wishes 
when the will he wrote in Swedish (he wrote 
English, French, German, and Russian equal- 
ly well) could not be interpréted to carry 
out his plans. 

It is unfortunate that so many wills, con- 
ceived with the best intent, partially or 
wholly fail to accomplish their objects be- 
cause of the lack of proper technical knowl- 
edge on the part of the will-maker. When 
William Penn, founder of Pennsylvania, died 
in England in 1718, his representative in 
America wrote to his widow: “Our late 
proprietor’s will gives me some uneasiness 
as being drawn in haste, I believe, by him- 
self only when such a settlement required a 
hand better acquainted with affairs of that 
nature. I fear we shall be puzzled.” This 
prophecy proved correct and litigation over 
the will lasted nine years. The will of George 
Washington, written with his own hand, 
proved to be good in but one of the many 
states in which he owned property, and the 
settlement of his estate required more than 
fifty years. A book of many pages has re- 
cently compiled dealing with its ad- 
ministration. A study of the administration 
of many estates gives ample basis for the 
famous toast of English lawyers, “Here's to 
the Man Who Draws His Own Will.” 


The ‘Dead Hand”’ 

There are numerous where will- 
makers failed to take account of the effect 
of changing time and circumstance and left 
large sums in the name of charity to enter- 
prises which later become obsolete. Benja- 
min Franklin left large sums for the relief 
of a type of artisan no longer found in our 
industrial system. A mayor of St. Louis left 
a fund to aid deserving emigrants making 
their way across the plains, now presumably 
few in number. A magnate of the Middle 
West founded a university requiring the ac- 
ceptance of a religious creed no longer held 
by any great nunyber of people. The uni- 
versity has dormitories, class rooms, profes- 
sors, and trustees, but no student body. 


been 


cases 


The danger that estates might suffer from 
the activities of fortune hunters and that 
persons in positions of responsibility might 


prove unfaithful to their trust has been 
ever present. Wills dated earlier than 200 
B. C. name a number of executors in the 


hope that the presence of the group might 
give increased protection against loss. Plato 
listed a number of executors under his will. 
Aristotle did likewise, and similar examples 
abound. In Lucian’s story of the Will of 
Eudamidas, the executors, two in number, 
came to the relief of the wife and daughter 
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of their stricken friend and showered them 
with attention. This attitude is hardly typi- 
eal. 

A Pirate as Co-Executor 

The records are filled with instances of 
estate losses due to mismanagement, infidel- 
ity, and theft on the part of persons charged 
with responsibility. In the very earliest rec- 
ords of New England settlement, we find the 
account of a meeting of the towsnpeople at 
which an administrator was brought to task 
for his failure to provide for a widow, even 
though there were ample funds in the estate 
for that purpose. The widow of James Oort, 
a merchant of New York in early days, 
found, through an unhappy turn in her af- 
fairs, that her assistant in handling the af- 
fairs of her estate in 1692 was none other 
than the famous pirate, Captain William 
Kidd. Fortunately, in modern times the ef- 
forts of the trust companies are aiding in 
the reduction of estate losses. 

The layman who pores over the pages of 
the wills of famous people finds much that 
intrigues his interest. In wills, men give 
their final directions to their loved ones and 
their final messages to the world. Hidden 
secrets are revealed, and the rich qualities 
with which human nature is endowed shine 
forth in clear luster. In wills men live again, 
and in a sense, move again in familiar paths. 
The grace with which they leave throws in- 
teresting light on their characters. 


Modern wills are technical, designed to 
take advantage of tax economies, to save 


probate costs, and to use modern fiduciary 
agencies to secure an economical and safe 
administration. Yet in their human quali- 
ties, there has been little change in wills 
during the passing years. Cecil B. De Mille, 
motion picture magnate, discovered that the 
pages of his modern will were strangely like 
those of his ancestor, Antonias DeMil, who 
died in Holland in 1633. Indeed, the simi- 
larity between ancient and modern wills is 
striking. The business man who today makes 
an appointment with his attorney for the 
drafting of a will is led by the same mo- 
tives that induced his prototype, 4,000 years 
ago, to undertake a similar task. A compari- 
son of the completed documents shows strik- 
ing parallels. 


7 7 .o, 
'- 
“ ~ 2 


“The Detroit Widow” is the title of a 
play recently staged by the Equitable and 
Central Trust Company of Detroit which 
dramatized experiences in the life of the 
trust officer. The play was written by Alex- 
ander H. Foster, vice-president in charge of 
the trust department of the company. 
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More oe Equipment 
Federal oes Bank 


at Pittsburgh 


HE present vault equipment of the Pittsburgh 

Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 


This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 


York vault installations in Federal Reserve Banks 
include the following: 


NEW YORK CHICAGO CLEVELAND 


PHILADELPHIA BOSTON MINNEAPOLIS 


and branches at 


CINCINNATI LITTLE ROCK PITTSBURGH 
JACKSONVILLE LOUISVILLE LOS ANGELES 


YORK SAFE & LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 


PHILADELPHIA HOUSTON PITTSBURGH TOKYO 


SEATTLE CHICAGO MONTREAL SHANGHAI 

















TEACHING THE LIFE UNDERWRITER THE 








USE OF 


THE TRUST APPROACH 


THREE STAGES OF TRAINING 


CHARLES J. ZIMMERMAN 
Agency Manager, The Fraser Agency, The Connecticut Mutual Life Insurance Company 





(Epiror’s NOTE: 


The Connecticut Mutual Life Insurance Company of Hartford is 


one of the leading life insurance companies which cooperates on a 100 per cent basis with 
trust officials in aligning the services and respective functions of life insurance and trust 


service 


for the protection of estates and insurance 


proceeds. The following article de- 


scribes how the largest agency of the Connecticut Mutual prepares underwriters for the 


proper trust approach 


by means of personal instruction, joint 


work in the field and 


through series of weekly meetings at which practical matters are discussed and debated.) 


N training the new man to sell life insur- 
ance there must always be kept in mind 
the necessity for a compromise between 

the ideal method of training and the 

nomic problems which confront this individ- 
ual. As a general rule it is necessary to get 
the new man into actual production in as 
short a time as possible, both from the stand- 


eCCO- 


point of making it possible for him to earn 
commissions, which are usually sorely need- 
ed, and from the standpoint of bolstering 
his morale. A new man entering the life in- 
surance business is either enthusiastic 
or rather skeptical about its possibilities. If 
he is enthusiastic, there is no better way to 
make this quality work for him than in sales 
If he is skeptical, there is no bet- 


very 


contacts. 
ter way to change skepticism to belief than 
through enabling him to earn a commission 
in a short time. 
Three Stages of Training 

In training the then, we 
limited this initial training period to cover 
only fundamentals and functions of life in- 
surance. Within a period of one week of per- 
sonal instruction we endeavor to give him a 
thorough understanding of what life insur- 
ance is, and of what it will accomplish. He 
is drilled in the use of the rate books, in the 
various types of policies and their uses, and 
in the make-up of a life insurance policy. 

Two sales talks are given him. These, he 
is required to learn thoroughly. One of these 
deals with life insurance as an investment. 
A sales talk of this type has a wide appeal. 
The other deals with life insurance as pro- 
tection for a family. This is applicable only 
to the married man with children. 

During the second week the new 


new man have 


man is 


sent out into the field, usually accompanied 
by an experienced supervisor. This method 
of joint work is carried on for several days, 
at the end of which time the new man is re- 
quired to go out alone. His training does not 
stop here. As a matter of fact he has passed 
through only a preparatory course. He is 
required to hand in a daily report of his ae- 
tivities, and at the end of each day to go over 
this report with his supervisor. The latter 
endeavors to make whatever suggestions he 
feels will be helpful and the new man’s edu- 
cation continues by this method. 

During this period the new man is also re- 
quired to attend a weekly seminar, 
along with a group of other new men in the 
business. At this seminar a discussion of the 
weeks’ activity place, and some new 
phase of life insurance is discussed in detail. 
For example, an hour might be devoted to a 
thorough discussion of the use of life insur- 
ance in liquidating a mortgage on the home. 
The following week, life insurance as a 
means of providing funds for the edueation 
of the man’s children might be the subject 
of discussion. 


sales 


takes 


The Final Period of Training 

This second step in the new man’s train- 
ing continues during a period of about three 
months at which time he enters into the third 
and final phase of his training. This last 
period continues as long as he remains in the 
life insurance business, It consists of a se- 
ries of weekly meetings on more advanced 
stages of life insurance and of three 
courses, each lasting for six days, on each of 


sales, 


the following subjects: inheritance tax in- 
surance, business insurance. and the com- 


bined use of fiduciary and life insurance pro- 
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tection, including the importance of making 
a will, and a study of the Intestate Laws. 

In regard to the last subject mentioned, 
there is a great deal of misunderstanding 
as to when the optional settlements offered 
by life insurance companies are to be used 
and when the fiduciary services of a cor- 
porate trustee should be utilized. We are 
all agreed that some method of conserva- 
tion of a man’s estate is in most cases wise, 
and in 

Without going into a detailed description, 
in this article, of the optional methods of 
settlement offered by life insurance com- 
panies, it is interesting to know that some 
companies offer optional methods of settle- 
ment to their policyholders on a contractual 
Other companies have been given the 
right by charter or by statute to act as 
trustee. As a general rule the trust method 
is 2 better method than the contractual, even 
though many states have legislated for the 
protection of the beneficiary where the con- 
tractual method is used. 


many cases necessary. 


basis. 


Connecticut Statute 

The Connecticut law grants to life insur- 
ance companies chartered in the state of 
Connecticut the following powers to act as 
trustee: 

“Any life insurance company chartered by, 
or doing business in this state, shall have 
the power to hold proceeds of any policy, 
issued under a trust or other agreement, 
upon such terms and restrictions as to re- 
vocation by the policyholder and _ control 
by the beneficiary, and with such exemptions 
from claims of creditors of beneficiaries, 
other than the policyholder, as are agreed 
to in writing by such company and the 
policyholder. Such insurance company shall 
not be required to segregate the funds so 
held, but many hold them part of its 
general corporate assets.” 


as a 


In this training course a comparison of op- 
tional settlements with fiduciary settlements 
is thoroughly discussed. Such facts as the 
right of insurance companies to mingle all 
assets, and the duty of trust companies to 
segregate all assets, are touched upon. An 
explanation is made of the charges of trust 
companies for their services as fixed by the 
state law and the fact that insurance com- 
panies make no such charge. (The interest 
earned by trust companies on trust estates 
over a period of years is somewhat higher 
than that paid by insurance companies over 
a similar period of years, so that trust com- 
panies’ charges are largely offset by inter- 
est allowances. ) 


The fact that insurance companies will not 
accept discretionary powers, whereas trust 
companies will accept such powers, if pro- 
vided in the trust agreement, dis- 
cussed. Many other phases are taken up in 
detail. 

Suitable time is devoted to a discussion of 
When to use the policy options and when to 
use the services of trust companies. It is 
not possible to draw a straight line of de- 
marcation between the functions of optional 
settlements and trusts, just as we cannot say 
when day turns into night. We are all 
agreed, however, that we have both day and 
night, and that such a division does exist. 


When Should Policy Options Be Used? 

As a general rule, optional settlements 
should be used where an estate is small; 
where annuity payments are to be availed 
of; where the principal is to be exhausted 
quickly ; where a good trust company is not 
available; and where a man has a large es- 
tate and wants part of his insurance pro- 
ceeds in trust with a life insurance company 
for added security, relying on a testamentary 
trust and an insurance trust with a trust 
company for discretionary powers. 


is also 


When to Use Trust Company Service 

The trust company should be used when- 
ever an intimate knowledge of conditions of 
beneficiaries is necessary in order to make 
a proper disposition of funds. In other 
words, where a wide of discretionary 
power is desirable, a trust company should 
always be used. Such discretionary powers 
would deal with providing emergency funds, 
educational funds, and business funds for 
a man’s children. <A trust company should 
be used where a complicated settlement is 
involved, such as where remarriage of the 
wife will bring about a diversion of certain 
funds, and where there are many _ benefi- 
ciaries. 

A trust company also should be used where 
life insurance is taken for certain definite 
purposes; for example, where the trustee 
may loan money to the estate of the de- 
ceased; where the trustee may, in its dis- 
cretion, buy a residence for the beneficiary 
after the donor’s death; and where the 
trustee, in its discretion, should pay off a 
mortgage on the home following his death. 
Finally, the trust company should be used 
where there are a number of policies and 
a number of different companies involved. 


use 


Limitations of Optional Methods Recognized 


That life insurance companies recognize 
the limitations of the optional methods of 
settlement is evidenced by the following 
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chosen from re- 
of Life Insurance 


I have 
Association 


quotations which 
ports of the 
Councils: 

“No mode of settlement should be entered 
into under which the company would be re- 
quired to exercise discretionary powers, or 
be obliged to say that the proceeds of the 
policies be applied to particular pur- 
Simplicity and brevity in modes of 
settlement should be urged.” 


any 
pose. 


A second quotation reads as follows: 

“Human affairs and human relations are 
constantly changing and cannot be antici- 
pated or foreseen. To meet these chang- 
ing conditions, some form of personal, dis- 
cretionary, continuous and expert judgment 
is required. The trust therefore, 
occupies a personal which no 


company, 
relationship 


life insurance company can occupy.” 


During our training period on trusts we 
certain facts: First of all, the life 
insurance man should recognize the limi- 
tations of optional methods of settlement. 
Second, the best interests of the client are 
always to be foremost. Third, the life in- 
surance man cannot expect a trust man to 
sell life insurance for him. Finally, life in- 
surance is the and Way of re- 
placing earning power and creating an es- 
tate, and that a trust company is the near- 
est approach to personal ability that can be 
secured for the management and growth of 
an estate. 

We feel that the new man in the business 
is usually not qualified to use the trust ap- 
proach for the sale of life insurance. It is 
only a more experienced nan who can be- 
come so qualified, and then only after a 
thorough study of the subject. In addition 
to our training course, we endeavor to se- 
cure as speakers, at our weekly meetings 
throughout the year, a number of trust offi- 
We thereby not only gain a further 
knowledge of the trust company and its func- 
tions, but also an acquaintanceship with 
trust officers of various institutions. This 
contact with trust officers is a valuable one 
when cases arise where the setting up of a 
trust with the trust company is under con- 
sideration. 


stress 


best easiest 


Gers. 


If a life insurance agent is willing to study 
and to apply the use of the trust approach, 
there is a great opportunity not only for 
services, but for financial reward. 

° 
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The Hibernia Bank & Trust Company of 
New Orleans recently distributed the 102d 
consecutive dividend paid to stockholders 


since its organization in 1870. 


TRIBUTES TO THE MEMORY OF 
COLONEL FRANCIS HENRY FRIES 


There comes to hand the latest issue of The 
Wachovia, the monthly publication of the 
Wachovia Bank & Trust Company of North 
Carolina, dedicated to and containing nu- 
merous tributes to the memory of Col. Fran- 
cis Henry Fries, president of the company 
from the time of its organization in 18938 to 
the date of his death June 5, 1931. The main 
portion of this memorial issue is devoted 
to a reproduction of a memoir read as part 
of the funeral service by Dr, Howard E. 
Rondthaler, president of Salem College and 
which was offered in keeping with the cus- 
tom of the Moravian Church of which Col. 
Fries became a member at the early age of 
fourteen. This memoir depicts with fine dis- 
cernment the life, the character and achieve- 
ments of Col. Fries, who was for more than 
twenty-five years a revered leader and during 
the last decade of his life, the acknowledged 
dean of American trust men. 

This memorial contains messages 
from many leading men in trust company 
and banking circles of the nation as well as 
from the Governor and other leading men 
of North Carolina. 


issue 


NEW DIRECTORS FOR CONNECTICUT 
MUTUAL LIFE 


At a recent meeting of the board of direc- 
tors of the Connecticut Mutual Life Insur- 
ance Company of Hartford, two new direc- 
tors were elected, namely James W. Knox, 
president of the First National Bank of 
Hartford, and Peter M. Fraser, vice-president 
of the company. Mr. Knox fills the vacancy 
caused by the resignation of Charles Cheney 
of South Manchester and Mr. Fraser fills the 
vacancy caused by the death of Major Jacob 
H. Greene, secretary. Mr. Fraser is a past- 
president of the Life Underwriters Associa- 
tion of New York City and head of the lead- 
ing agency of the Connecticut Mutual Life. 


STATEMENT BY CLEVELAND TRUST 
COMPANY 


The substantial progress of the Cleveland 
Trust Company is reflected in the June 30th 
financial statement of that company. Assets 
aggregate $313,882,028, including cash on 
hand and in banks, $32,587,232; United 
States Government, municipal and other in- 
vestments, $54,400,469; loans, discounts and 
advances, $211,414,924; acceptances and let- 
ters of credit, $5,150,396. Deposits total 
$279,473,785, Capital is $13,800,000; surplus 
and undivided profits, $13,163,859. 





TRUST COMPANIES 


Had FORGING stayed 
in the BLACKSMITH SHOP 


OW far advanced would tool making be to- 

day had forging stayed in the blacksmith 
shop? What if tool manufacturers had said 
“Modern drop forged hammers may be all right. 
but the smithy’s brawny arm and a twenty 
pound hammer have served the purpose for 
many years and are still good enough for us?” 


Of course, the cost of drop forged tools would 
be beyond everyone’s means. Of course, pro- 
duction would be slow. And the tool indus- 
try ... failing to keep pace with business de- 
mands... would retard its own growth and 
the progress of other industries. 


In the banking business, there is even great- 
er need to forget “pre- 
cedent”. The cost of keep- 
ing operating records 
must be kept down or 
profits are discouragingly 
low. With new systems 
of operation and new ma- 
chines, the bank executive 
who dosen’t give a snap 


about precedent is 


making more money today than ever before. 


The Remington Rand Bank Bookkeeping Ma- 
chine, for instance, positively reduces the cost 
of operating records 25% when used in con- 
junction with the Unit Plan of Posting. Com- 
bining four costly operations into one, it is 
acknowledged by scores of prominent banks 
as the most startling and only major improve- 
ment in bank accounting since 1915. If you 
are open to new ideas ...if you realize the 
wisdom of changing from old methods of op- 
eration to new .. . then investigate the Unit 
Posting Plan. 


Leading banks throughout the country where 
the Unit Posting Plan has 
recently been installed 
will gladly volunteer facts 
about their experience 
with this accurate, over- 
head reducing, new system 
of bank bookkeeping. Bank 
Department, 
Rand Business Service, 


Inc., Buffalo, New York. 


Remington 


The Remington Rand Bank Bookkeeping Machine 


Remington Rand 


Prove to us 
keeping Costs at least 25%, 


without obligation 


Individual ___ 





Bank 





City 





. that the Unit Posting Plan will lower our Commercial Department Book- 





THE LAWYERS’ FORMULA FOR ENLIGHTENED 
COOPERATION WITH TRUST COMPANIES 


RESPECTIVE FIELDS OF LEGAL AND FIDUCIARY SERVICE 


E. SMYTHE GAMBRELL 
Of the Georgia Bar Association, Atlanta 


(Epiror’s NOTE: 
Association, 


Mr. Gambrell is one of the leading members of the Georgia Bar 
He brings to the subject of lawyer-trust company relations a keen appre- 


ciation of the essential functions of corporate fiduciary service in the light of progressive 


economic and social requirements. 


The following is the substance of his recent address 


on behalf of the Bar Association of Georgia delivered at the annual convention of the 


Georgia Bankers Association and the Georgia Fiduciaries Association. 
Gambrell 


to note that about the same time Mr. 


Robert Strickland, Jr.. vice-president of the 


It is of interest 
spoke to the bankers and trust men, 
First National Bank of Atlanta, addressed 


the Georgia Bar Association on the same subject of cooperation on behalf of the Georgia 


bankers’ and fiduciaries’ associations.) 


IME when personal con- 
sisted almost entirely of familiar lands 
and chattels, which could most intelli- 

gently be administered by a trusted neighbor 
of the deceased. Today, estates consist large- 
ly of securities, insurance funds, and other 
property of perishable nature, which the av- 
erage individual, even though he be a lawyer, 
has neither the facilities nor the disposition 
to administer to the advantage. The 
management of trusts and the administration 
of estates in this new era calls for financial 
responsibility, business judgment, continuity 
of existence, and clerical facilities rarely 
possessed by an individual, Trust companies 
have entered a field in which we all agree 
that their service is convenient, reliable and 
desirable. 

But during 
said in criticism of 
nies respecting their handling of 
ters incident to the creation and 
tration of trust and decedent estates. Law- 
yers generally have protested against what 
they term an encroachment upon their ex- 
clusive domain. If they claim an exclusive 
privilege in the rendering of certain services 
in and out of courts in derogation of the 
common right of everyone to work, they must 
be able to demonstrate that the public inter- 
est will best be served by the limitation of 
the common right. The legal profession ex- 
ists for the benefit of the public and must 
justify itself by its service to the public, not 
overlooking the fact that in the long run 
the public will purchase service in any par- 
ticular field from those who sell the best 


Was estates 


best 


much has been 
trust compa- 
legal mat- 


adminis- 


recent years 
banks and 


service regardless of whether they belong to * 
a profession or are laymen. 

Would it be injurious to the public to per- 
mit banks and trust companies to practice 
law through staff attorneys and laymen? 
Wholesome practice of the law requires not 
only knowledge and professional acumen, but 
an unusual loyalty and devotion to client and 
court that does not permit of intervening 
selfish consideration or of lay control. The 
honor of service makes an appeal to the in- 
dividual lawyer that it cannot make to the 
corporation. A corporation staff lawyer, 
seeking first the approval of his corporate 
superior, cares less for the approval of the 
customer whom he, as corporate agent, has 
promised to protect. If there is a conflict 
of interests, the staff attorney is tempted to 
sacrifice the customer. This condition is 
destructive of such attorney’s professional 
responsibility to those he assumes 

The office of lawyer, although 
sometimes poorly filled in the individual re- 
lationship, is too delicate, personal, and con- 
fidential to be occupied by an impersonal 
corporation. Chief Justice Rugg, in speak- 
ing of the lawyer, said: 


sense of 
to serve. 


Standards Required of Lawyers 


“The public has a deep and vital interest 
in his integrity * * *. It is a matter of pro- 
found importance from every point of view 
that members of the bar be men of probity 
and rectitude, jealous to maintain relations 
of utmost honesty with their clients, and 
solicitous to protect them from legal wrong. 
Unflinching fidelity to their genuine interests 
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is the duty of every attorney to his clients. 
Public policy can hardly touch matters of 
more general concern than the maintenance 
of an untarnished standard of conduct by 
the attorney at law toward his client.” 

A New York court has declared: “The 
bar, which is an institution of the highest 
usefulness and standing, would be degraded 
if even its humblest member became subject 
to the orders of a money-making corporation 
engaged not in conducting litigation for it- 
self, but in the business of conducting litiga- 
tion for others. The degradation of the bar 
is an injury to the state.” 

It is generally agreed that a corporation 
cannot be admitted to the bar. If allowed 
to practice through salaried attorneys, such 
a de facto lawyer would not be controlled by 
the obligations, would not be bound by the 
code of ethics, and would be neither inspired 
nor constrained by the traditions of the pro- 
fession. Unless a corporation can impose 
on its conduct the ethical obligations of a 
member of the legal profession, it is unwise 
for the public to entrust the performance of 
strictly legal services to a bank or trust com- 
pany. 


Complex Problems of Modern Business 

What, then, are the limits which are to be 
placed on the scope of services rendered by 
banks and trust companies? The difficulty 
lies not in determining what is right in prin- 
ciple, but in the application of principle to 
the complex problems of modern business. 
It is impossible for a business man to confer 
With another on a business matter without 
assuming to exercise some legal knowledge 
and to influence, enlighten or advise the oth- 
er person in relation thereto. 

Lawyers and laymen recognize the splen- 
did service that the country bank executives 
have rendered from time immemorial in 
counseling and assisting, without charge, the 
small town citizen in matters of mixed legal 
and business nature, in communities where 
there are no lawyers. These bankers, as an 
incident of their banking, give this well nigh 
indispensable advisory service which inures 
to the general welfare. This custom should 
not be disturbed. No compensation being 
charged, such so-called encroachment on the 
legal profession may not be expected to reach 
improper proportions, 


Guarding Against Conflict of Interests 

But let us consider some of the points of 
controversy. A man in contemplation of 
death, desires to create certain rights and 
responsibilities respecting the disposition of 
his estate. He may wisely desire that a 


trust company be executor of that estate, but 
the fact that the company is participating 
in the administration of the estate, should 
disqualify it and its officers and its staff at- 
torneys from representing the testator in set- 
ting forth in a will the terms and conditions 
under which the estate is to be administered. 

Rarely does an estate go through an ad- 
ministration without conflict of interests be- 
tween the beneficiaries or settlor on the one 
side, and the executor or trustee on the other. 
It is desirable that wills and trust indentures 
be drawn by private counsel, of undivided 
allegiance to the client, in order that the pro- 
visions governing the compensation for serv- 
ices, liability for negligence, accountability to 
courts, special precautions and formalities, 
involving a balancing of interests between 
the testator or settlor on the one side, and 
the corporate fiduciary on the other, may be 
fairly cared for. The disposition on the part 
of some corporate fiduciaries personally to 
trade in investment securities with the es- 
tates they represent is an added reason for 
having an untrammeled attorney in the case. 

A corporate executor, after death of the 
testator, in the absence of testamentary pro- 
vision, should be free to select the attorney 
best qualified to carry on the affairs of the 
estate. Generally it will happen that through 
personal knowledge of the business affairs of 
the deceased, and through familiarity with 
the unofficial phases of the case, and knowl- 
edge of the family relations, the attorney of 
the deceased, if otherwise competent, will be 
the proper one to be selected by the fiduciary. 
A corporate fiduciary ought to avoid using 
its own counsel for the handling of such 
estate, except as a last resort. 


Saicial Proceedings 


The courts often have been asked to pass 
upon the propriety of corporate activity in 
the profession. In a recent Minnesota case, 
upon complaint of the State Board of Law 
Examiners, for discipline of an attorney who, 
as salaried vice-president of a small bank, 
gave legal opinions, foreclosed mortgages and 
conducted probate proceedings for fees paid 
to the bank, the court declared: 

“For the bank to employ defendant to con- 
duct law business generally for others, for 
the benefit and profit of the bank, amounted 
to the unlawful practice of law by the bank, 
and was misconduct, both on the part of the 
bank and this defendant, who was a partici- 
pant therein.” 

In New York, a trust company has been 
convicted of the crime of having its attor- 
ney draw a will without charge in order to 
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obtain the executorship. There is now pend- 
ing in the Supreme Court of Illinois a case 
in which a bank having trust powers, upon 
trial before a special commissioner, was ad- 
judged in contempt of court for alleged prac- 
tice of law. The bank maintained a legal 
department of salaried attorneys, who, for 
compensation paid to the bank, prepared ap- 
proximately 200 wills per year, conducted ap- 
proximately 100 foreclosures per year, and 
200 probate proceedings per year, and ren- 
dered general legal services in connection 
with real estate, sales and leases. The evi- 
dence indicated that the bank, which was 
not a large one, derived profits in excess of 
$100,000 per year from the legal fees of three 
young lawyers, whose names and services it 
employed in conducting its business. 


What Is Proper Practice? 

While the acts of the Minnesota, New York 
and Illinois banks may clearly have consti- 
tuted practice of law, there are many in- 
stances in which institutions will experience 
difficulty in determining what is proper prac- 
tice. The codes of most of the states throw 
little light upon the subject. A committee 
of the American Bar Association has formu- 
lated the following definition: 

“The practice of law is any service involv- 
ing legal knowledge, whether of representa- 
tion, counsel or advocacy, in or out of court, 
rendered in respect to the rights, duties, ob- 
ligations, liabilities or business relations of 
the one requesting the services.” 

The prevailing view in this country is that 
the drafting of deeds, wills and similar doec- 
uments, and the giving of advice in relation 
thereto, for compensation, constitutes prac- 
tice. In a recent New York case it was de- 
clared to be more important that strict pro- 
fessional standards be maintained in office 
and consultation work than in litigation, for 
the that the former is carried on 
without the supervision of a judge, whereas 
the latter is carried on under judicial watch- 
eare. 


reason 


Laudable Cooperative Effort 

It would seem that while corporations may 
serve in connection with administrative and 
business details, and may advise clients on 
business policy, the giving of legal advice 
and the rendering of legal services, for com- 
pensation, is of such peculiar character that 
corporations, however useful in their own 
provinces, cannot act as a substitute for the 
lawyer. 

There has been in evidence in certain lo- 
calities a disposition to obtain drastic legis- 
lation on the subject. While the recent Geor- 
gia decision to the effect that corporations 
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PECIALIZATION in personal 
trusts and managing investments for 
individuals . . . Outside investment 
research . . . No securities merchan- 
dised . .. Continuity of independence 
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may freely practice law outside the court 
room indicates an inadequacy of the Georgia 
law, I feel that whatever the law be it can- 
not be a perfect censor. The law functions 
in the clear light of wrong-doing—the doing 
of things so wrong that the community must 
protect itself against them. On the opposite 
side is the clear light of right-doing. The 
area of difficulty lies in the penumbra be- 
tween the two, In this area some trouble- 
some practices have been born, and suspicions 
have arisen. 

sankers and lawyers both have suffered 
as a result of distrust. Good men in the 
banking profession have realized that the 
success of their business depends not alone 
upon what they themselves do, but in some 
measure upon what others in the same busi- 
ness do. They have formed associations and 
conference committees to promote acquain- 
tance, create morale, develop codes of con- 
duct, and enforce standards designed to af- 
ford proper protection to both professions 
and to better serve the public. 

This effort on the part of bankers to im- 
pose standards on their group is a distin- 
guishing mark of the new profession. Let 
me say, however, that some trust companies 
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SAFE DEPOSIT AND TRUST CO. 
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have been quick to take the advantages of 
the new fields for profit, but slow to assume 


the social responsibilities that go 


privileges enjoyed. 


with the 
Too frequently, in the 
past, business men generally have acquiesced, 
even if they did not participate, in objection- 
able practices until an outraged society com- 
pelled amateurs to interfere. 


The amateurs frequently have been in the 


legislature and unwise laws have’ been 
passed. Frequently these laws have over- 


reached themselves and from the standpoint 
of society have done more harm than the 
evils they were intended to correct. 


Trust Advertising and Solicitation 

The advertising policy of some trust com- 
panies and banks should be carefully studied 
and considered. Many of their pamphlets, 
circulars and advertisements have not al- 
Ways been confined to financial or adminis- 
trative matters or to pointing out the advan- 
tages of the corporate executor or trustee. 
They have often gone further, and have in- 
vited consultation on matters which do not 
strictly relate to the status and business of 
these institutions as authorized by law, and 
in many cases have suggested that such in- 
stitutions possess facilities and advantages 
peculiar to themselves in the preparation of 
wills and the testamentary disposition of 
property, which facilities and advantages are 
not obtainable elsewhere. 

Some trust companies and banks in their 
solicitation of probate and trust business, 
through their employees and advertising mat- 
ter, have represented that they could and 
legal service in addition to 


would furnish 


SAMUEL M.SHOEMAKER JOHN J. NELLIGAN 


J. EDWARD JOHNSTON 
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the service which the law authorizes them 
to perform as an incident to their business. 

Unquestionably corporate fiduciaries have 
the legal right to solicit and advertise for 
business which the law permits such fiduci- 
aries to transact, but such institutions should 
avoid all solicitation or advertising which, 
when reasonably construed, either indicates 
a willingness to violate the law or tends to 
depreciate, by implication, if not by direct 
assertion, the efficiency and capacity of law- 
yers in matters pertaining to the prepara- 


tion of wills and the administration of es- 
tates. If such institutions persist in solicit- 
ing trust business through the medium of 


offering to give legal advice and draw wills, 
deeds of trust and the like, with or without 
charge, they are hastening the day when 
drastic limitation will be imposed upon them 
by statute. 


Corporate Fiduciary Service Essential 


Ganks and trust companies in their com- 


mercial and fiduciary work are making a 
tremendous contribution to the general so- 
cial and economie well-being. In recent 
years, by intelligent advertising and other 


educational methods, they have made our na- 
tion “will conscious”—have driven home to 
the average citizen the conviction that he 
owes it to himself, to his family, and to so- 
ciety, to intelligently provide by will for the 
orderly administration and conservation of 
his estate. 

Likewise they have provided services in 
other fiduciary relationships which cannot 
be duplicated by individuals. The vast ma- 
jority of banks and trust companies not only 











are not desirous of performing legal services 
but prefer to avoid such work. The leaders 
among the banking profession have agreed 
that the performance of strictly legal serv- 
ices in connection with their handling of fidu- 
ciary matters should be left to the lawyer. 

(Note.—At this point in Mr. Gambrell’s 
address he quoted the “Statement of Good 
Business Practice’ agreed upon by the Cor- 
porate Fiduciary Association of Chicago and 
referred to this statement as marking a de- 
cided step forward in the development of un- 
derstanding between the legal profession and 
fiduciaries, and as certain to result in har- 


monious relations.) 


Partners in a Common Enterprise 

While from one point of view bankers and 
lawyers may seem to be rivals, fighting for 
the spoils of our rich commercial life, we are 
in fact partners in a common enterprise. In- 
stead of working, each profession for itself, 
and in opposition to the other, the two pro- 
fessions are more and more recognizing that 
they can prosper only in common, as parts of 
a greater, more universal activity. 

Amidst the daily drudgery we are apt to 
of the lofty aims of our profes- 
sions. this enable us to 
recapture the enthusiasm of our high call- 
ings, to realize afresh the great and vital in- 
terests which are committed to us and in the 
glow of mutual encouragement and good fel- 
lowship to rekindle ideals which, when we 
separate on our several will continue 
to illumine our daily paths of duty, 
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GUARDIAN TRUST OF CLEVELAND 
SCORES HIGH DEPOSIT MARK 

The Guardian Trust Company of Cleveland 
registers a new high mark in deposits of 
$158,067,449, as shown in the June 30th finan- 
cial statement. This total represents a gain 
of over $6,000,000 as compared with June 30, 
1930, and approximately $20,000,000 over the 
return two years ago. Resources aggregate 
$181,121,1384 with cash on hand and in banks 
of $19,360,124; United States bonds, $15,- 
203,447; loans, advances and investments, 
$131,435,076; acceptances and letters of cred- 
it, $4,258,602. 

On July ist the Guardian Trust Company 
distributed its 140th consecutive dividend on 
capital which amounts to $7,000,000. In ad- 
dition to the regular dividends of $12 during 
receive an extra 
Surplus is 


lose sight 
Occasions such as 


ways, 


the vear the shareholders 
dividend of $3 on January 2d. 


$9,000,000 and undivided profits of $1,807,550 
represent an increase of $95,144 over a year 


ago. 
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MIDLAND BANK LIMITED OF LONDON 
DECLARES INTERIM DIVIDEND 
Directors of the Midland Bank Limited of 


London, England, announce an interim divi- 
dend for the half vear ended June 30th last 
at the rate of 16 per cent per annum, less 
income tax, payable on July 15th. 

An additional branch and three new sub- 
have been opened by the Midland 
Bank, Ltd., of London. The first is at 
South Heath, Birmingham, under the man- 
agement of T. J. Henson. The sub-offices are 
at Curry near Taunton; Moelfre, Anglesey 
and Cattle Market, Reading. The sub-offices 
are under the supervision of the managers 
of the Taunton, Langefni and Reading 
branches respectively. 


offices 


The Illinois Bankers Association favors an 
amendment to the trust company laws of the 
state providing for automatic succession to 
trusts in the of consolidation of two 
or more banks. 

Directors of the Du Page Title Company 
of Wheaton, Ill, have elected Arthur C. Mar- 
riott, president to succeed his father, the late 
A. R. Marriott, who was president of the 
Chicago Title & Trust Company. 
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CONDENSED STATEMENT OF CONDITION 
June 30, 1931 


Che 
Cleveland 
Crust Company 





ASSETS 


Cash on Hand and in Banks .. . $ 32,587,232.79 


United States Government, Municipal 
and Other Bonds and Investments 54,400,469.02 


Loans, Discounts and Advances . . 211,414,924.65 


Banking Houses and Lots and Other 
Real Estate ... ° . 7,886,189.54 


Interest and Earnings pos and 
Other Resources . ...... 2,442,816.43 


Customers’ Liability on Letters of 
Credit and Acceptances Executed 
2. Pe ee 5,150,396.01 


Total ..... . . $313,882,028.44 


LIABILITIES 

Capital Stock . .... - « $ 13,800,000.00 
Surplus and Undivided Profits * « 13,163,859.47 
Reserve for Taxes, Interest, etc. . . 1,172,406.51 | 
Dividend Payable July 1,1931 .. 414,000.00 
Deposits . . . ees e 6 & SORT D OOo! 
Other Liabilities . ‘=e ss es om 707,581.24 
Letters of Credit and Acceptances 

Executed for Customers ... . 5,150,396.01 


Total ..... . . $313,882,028.44 


Member Federal Reserve System 
Member Cleveland Clearing House Association 
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THE TRUST COMPANY AS FOSTER-PARENT 


REFUTING THE PREJUDICE THAT CORPORATIONS 
ARE WITHOUT SOULS 


ALEXANDER P. REED 
Vice-president, Fidelity Trust Company of Pittsburgh, Pa. 








(Epiror’s NoTE: One of the most persistent and unwarranted prejudices which render 


men and women reluctant to appoint trust companies or 


banks as trustees where care, 


education or guidance of dependents and minors are involved, is the idea that a corpora- 


tion is soulless and impersonal in its dealings. 


They forget that the trust company is 


made up of personalities and that it is the rule rather than an exception for trust officers 
to show a solicitude and paternal regard for their wards which often is more wise and 


sympathetic than the family relationship. 


Mr. Reed gave some actual experiences in his 


paper at the recent annual convention of the American Institute of Banking, which might 


be duplicated by many other trust officers.) 


VIONTY years ago the trust company 

was looked upon as a soulless corpora- 

tion. However, the trust companies have 
met this fairly and squarely by employing, 
in their trust department, men of the highest 
character, men of sympathetic understanding 
who are not content to fulfill merely the 
legal obligations imposed upon them by the 
will or trust agreement, but who are as- 
suming the moral obligation of caring for 
the widow, the orphan and the dependent 
beneficiary entrusted to their care. The trust 
officer has become the family confidant and 
adviser. Any trust officer could tell you of 
cases where, by some word or act of his, he 
has affected the life of some of his wards. 

At the present time I have eighteen boys 
and girls who have no fathers or mothers. 
I buy their clothes, help select their schools, 
pay their tuition, give them spending money. 
see that they receive proper medical and 
dental attention and do everything in my 
power to be a father to them. I have a boy 
at the University of Pennsylvania, one at 
Dartmouth, two at Princeton. One of the 
boys would have left school five years ago if 
I had not appealed to his family pride. 

A man died in Pittsburgh several years 
ago, leaving a substantial estate and one 
son to survive him. The man had been a 
tailor and had frequently made clothes for 
Henry Clay Frick. He was a great admirer 
of Mr. Frick and asked him how he should 
invest his money. One day Mr. Frick told 
him that if he put his money in United 
States Steel Common, which was then sell- 
ing at $10 or $12 per share, some day his 
son would profit by it. The man, following 
this advice, put every penny he had in 


United States Steel Common and, upon his 





death, left one thousand shares of this stock. 


In his will he suggested that his trustees 
hold it until it could be sold at $80 per 
share. Fortunately, we did not sell it. It 


was delivered to the 
became twenty-five. 


young man when he 
The boy was sixteen years old when his 
father died. It had been the father’s prac- 
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Vice-president, Fidelity Trust Company 
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A Pennsylvania Fiduciary 


Every form of Fiduciary and Financial Service 
for Banks, Trust Companies, Corporations 
and Individuals. Ancillary Service for pro- 
bating Estates in Pennsylvania. 


A record of more than forty years 
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Capital, Surplus and Profits, over $19,000,000 


Intesrity Trust Company 


PHILADELPHIA 


tice for several years to give his son twenty- 
five cents a week spending money and every 
month to demand an accounting of how it 
has been spent. The trust officer in charge 
of this particular case, realizing the boy 
would come into considerable money when 
he came of age, and more at twenty-five, 
decided to increase his allowance to $20 per 
month. At the end of six months the trust 
officer asked him how he liked the increased 
allowance. He said that he had enjoyed it 
very much and rendered an accounting in 
which he showed that of the $120 paid to 
him he still had $80 in the bank. That young 
man, encouraged by one of our trust officers, 
went through college, graduated from Har- 
vard Law School and is now a member of 
the Bar. 

It is a source of satisfaction to a trust ofli- 
cer to influence the lives of these young 
people who come under his care. However, 
they do not all turn out well. 


Showing Importance of a Spendthrift Trust 

About ten years fellow of 
fifteen, who had no father and mother, came 
under my supervision. I placed him in a 
preparatory school, but he ran away. I 
changed his school and tried it again, but 
he flunked out. I got him several positions, 


ago a young 


but he 
best to 


could not make good. I tried my 
encourage him. I entertained him 
in my home and did all I could to make a 
man of him. However, he turned out to be 
a tramp. 

Under his mother’s will he was to receive 
$42,000 when he attained the age of twenty- 
five years. After he became twenty-one years 


of age he fell into the hands of money 
sharks who would lend him $1,000, upon 
his giving to them an assignment of $2.000 
of his interest in the estate. When he at- 


tained the age of twenty-five, instead of get- 
ting the $42,000, he received approximately 
$3.000. 

This shows the importance of inserting a 
spendthrift clause in a will or trust agree- 
ment. Had there been such a clause in this 
will, these assignments would have been of 
value and the $42.000 would have been 
paid to him upon his twenty-fifth birthday. 

AS against that young man, I reeall a 
family of three girls and a boy, without any 
father or mother. Rather than place them 
in an orphan asylum, I got a distant rela- 
tive to care for them. I obtained a job for 
the boy and encouraged him to go to night 
school. He is now a certified accountant. 
two of the little girls are stenographers and 
one is with the Bell Telephone Company. A 


ho 








family kept together on an income of less 
than $1,200 per year. 


Inculcating Manly Instincts 
Last week I received a letter from a 
woman in New York and in reviewing that 
estate I was impressed with the great part 
my counsel and advice had played in the 
life of the family since the death of her 
husband two years ago. 


The testator, a professional man, died 
leaving a widow, three girls and a boy. The 


boy wanted to leave school immediately. I 
pointed out to him that he now was the head 
of the family and should obtain an eduea- 
tion and make good out of respect for the 
memory of his father. In order to encourage 


him I changed his preparatory school and 
wrote to the instructors there telling the 
whole story. They encouraged him = and 


helped him pass his college board examina- 
tions. After he entered VPrinceton. I wrote 
to his prefect for assistance. We carry on a 
correspondence like father and son, and in 
February he wrote me announcing he stood 
in the upper fifth of his class. He is going 
to be a fine man. 


Match Making 


The two younger girls are attending a 
school near Baltimore which I had investi- 
gated and recommended to the mother. Th» 
older girl, about twenty-five now, was a 
source of worry to her mother. About two 


years ago she announced her engagement to 
a young man, whom the mother thought un- 
worthy of her. Realizing that mothers were 
highly critical of sons-in-law, I took it with 
a grain of salt. However, upon making an 
investigation I found the boy had _ been 
dismissed from several preparatory 
and had never been able to hold a position 
for more than six weeks. He had a small 
allowance from his father and he knew this 
girl would have an income of eight or nine 
thousands dollars a year. At Christmas time 
the mother called at the office and told me 
she had used every argument to oppose the 
match, ‘but had finally given in and had 
agreed that they could be married in March. 
Before leaving the office she asked me if I 
had any suggestions to offer. The night be- 
fore I read a circular describing a trip to 
the West Indies. I suggested possibly a trip 
to the West Indies might prove helpful. A 
month or so later the mother dropped me 
a card from Havana saying that the daugh- 
ter and a niece from Cleveland were enjoy- 
ing the trip. 

A few weeks passed and the mother called 
me from New York and said that she cer- 
tainly wanted to thank me for making the 


schools 
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trust matters. 
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suggestion; that they had had a most en- 
joyable and helpful trip. The girls had met 
two young men from New England on the 
boat and her daughter had an opportunity to 
make a comparison between them and the 
young man at home. Of her own free will 
she decided to break off the engagement. 
Again and again she expressed her gratitude 
for the advice I had given. When I called 
her attention to the fact it was an expen- 
sive telephone call, she said, “No,” it was 
the cheapest telephone call she had ever 
made. I am pleased to report the young 
lady is now happily married to one of the 
men from New England. 

All trust officers cannot break up engage- 
ments or find husbands for their wards, but 
when the public realizes the trust officers 
are interesting themselves in the lives of 
their beneficiaries that prejudice which ex- 
isted for so many years is being overcome. 

eo de 

Fixed investment trusts have increased in 
number during the past year while the num- 
ber of management investment trusts has 
been substantially decreased. Fixed trusts 
and semi-fixed trusts increased from 70 te 
147 during the year ended June Ist. Fixed 
trust sales for 1930 are estimated at $350,- 
000,000. 
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TRUST ACCOUNTING METHODS DEVELOPED FROM 





MATURE EXPERIENCES 


SIMPLE BUT IMPORTANT FACTS FOR NEW TRUST DEPARTMENT TO HEED 


WILLIAM H. LINDSAY 
Comptroller of the Provident Trust Company of Philadelphia 





(Iceprror’s Note: When a trust company has a background of considerably. more 
than a half century of experience in fiduciary administration it is logical to assume 
that its accounting methods have been thoroughly tested and brought to an advanced 
stage of refinement. That is true of the trust company with which Mr. Lindsay is associ- 
ated and what he has to say on the subject in his paper at the recent American Banking 
Institute convention is pecularily worth the attention of those more recently embarking 


on trust service.) 


T is very expensive to employ a cryptogra- 
phist as a bookkeeper in any enterprise, 
and especially is this true in a trust com- 

pany where many years elapse between the 
time entries are made and the accounting. 
Unquestionably, the outstanding tenet of the 
financial records of a_ trust department 
should be clarity. Unless they clearly de- 
scribe a transaction as it actually occurred, 
and in a legible way, so that any person can 
interpret it years later, they fall short of 
their real function. This seems so funda- 
mental that one wonders why it should be 
mentioned at all, but when the information 
necessary to make correct entries originates 
at so many sources, as is the case in a trust 
company, it is more difficult than it first ap- 
pears to always have the entries portray 
just what they should. In an attempt to 
keep our books as intelligible as possible, I 
have found it a help to fix the responsibility 
with the bookkeepers for the clarity of en- 
tries, and I have consistently refused to ac- 
cept as an excuse any statement from them 
to the effect that “the ticket reads that way.” 
If the person making an entry cannot com- 
prehend it, what chance has another twenty 
years later. 
Care in Abandoning Existing Methods 
I sometimes wonder where the happy me- 
dium is between making too many records 
and too few. It used to be the custom for 
every person handling an item to record it. 
Now, everyone attempts to evade this task. 
Certainly there is little excuse for making 
unnecessary entries, but before you abandon 
your present method, let those in the de- 
partment who have a good picture of the 
operations of the whole company give care- 
ful consideration to this subject. Some 





months ago I read the following paragraph 
in Trust COMPANIES Magazine and I quote 
it here hecause it seems to state clearly what 
we should constantly guard against in trust 
accountings : 

“Often the best way to do a thing is the 
easiest way, and that very often the best 
way is the simplest way, and I urge that for 
your own good you do not become so in- 
volved in office organization, internal system, 
methods of checking and control, that the 
organization, the system, and the methods 
will bog your company with their own weight 
and defeat their purpose.” 

On the other hand, under no consideration 
permit the abandonment of records unless 
approved by the responsible head of the 
whole trust department who should act only 
after receiving a report from those he con- 
siders competent to recommend such changes. 


Where the Trust Accounting Machines 
Come In 

Machines have been a great physical help 
in lessening the drudgery and increasing the 
legibility, but they have not brought about 
the millennium. Strange as it may seem, I 
still believe there are many places in the 
accounting room where a fountain pen and 
a steady hand are faster and more desirable 
than any machine—accounting machine prop- 
aganda to the contrary notwithstanding. 
Study your needs before making your de- 
cision. Be careful to consider your real 
requirements, and then select the machine 
best fitted to them; rather than to buy a 
machine only to find it is not adaptable to 
your needs. I am very much in favor of 
machines for the actual bookkeeping, al- 
though it took considerable persuasion be- 
fore I could bring myself to recommend their 
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adoption by our company. I capitulated only 
because the machine was made to fit our 
System, not our system to fit the machine. 

The accounting system should be designed 
for the use of those operating the trust de- 
partment, and not for audits and examina- 
tions as these are only incidental. Therefore, 
do not fall into the habit of being persuaded 
to make changes for the benefit of the audi- 
tors if such changes are a hindrance to the 
primary function of the system. Auditors 
and examiners are naturally anxious to fa- 
cilitate their work, and may propose changes 
without regard to their effect on the operat- 
ing end. On the other hand, my company 
has adopted many suggestions of examiners, 
and the resulting changes as a whole, have 
been a real benefit. Naturally, there can 
be no hard and fast rule in this connection, 
and I suggest that you listen to all recom- 
mendations made regarding changes, but act 
only upon those which seem to merit adop- 
tion. 


Entering Trust Assets 
A question which is much debated is the 
basis for entering the trust assets on the 
books. As we are chargeable with certain 
values, I can see no good reason why the in- 
ventory or cost value should not be used 


TRUST COMPANIES 


If this method 
supplementary record 
enable the preparation of accounts. 
of the older conypanies do not make any en- 
tries in what they call their cash ledgers for 


for the book value. 
used a 


is not 
is needed to 
So many 


items received in kind. While this method 
does not lead to duplication, it certainly 
tends to complicate the accounting. I never 
have been able to understand why trust com- 
panies in general have not adopted a system 
whereby all the items with which they are 
charged are entered in one place at the 
amount they need to use when making their 
accounting. 

Principal must be kept separate from in- 
come, and if you do not heed this rule, the 
judges of the probate courts have no hesi- 
tancy about writing into adjudications state- 
ments which have but one interpretation. I 
prefer a principal ledger arranged to show 
the balance of the corpus and the total of 
the investments on the same page with an 
additional column to permit the posting of 


the amount of cash uninvested. This last 
mentioned figure is the difference between 


the balance of principal and the total invest- 
ments. This type of ledger is also readily 
adaptable to the recording of gains and 
losses in principal as they occur, and is a 
time saver in preparing accounts, especially 
if the cost or inventory value is used. Any 
changes in investments must be entered at 
the carrying value, and the difference be- 
tween it and the cash received is posted as 
an increase or decrease of principal. One 
great advantage of this method is, that one 
is not obliged to go beyond the ledger when 
an accounting is required. 


Should Not Enter Income on Same Sheet 
as Principal 


By no means enter income on the same 
sheet as principal even though there are 
separate columns for the amounts. I am so 
positive in this statement because it has been 
my actual experience that an account can be 
more easily and accurately prepared where 
principal items do not have to be segregated 
from a mass of income detail. We have found 
in most of our accounts where there is no 


contest (and you all know that a large por- 
tion of any company’s trusts are in this 
class) that a statement of income from the 


time the last account was rendered to those 
interested in the income, will suffice. There- 
fore, I strongly recommend recording income 
entries on separate ledger sheets from those 
showing the principal. This does not, how- 
ever, hinder the income and principal ledger 
sheets from being filed in the same binder 
or tray. Different colored paper is a great 









aid to easy distinguishment of income from 
principal accounts. 

The evolution of the asset record is inter- 
esting, and if one will examine the archives 
of any trust company which has been in 
business for over fifty years, he will surely 
find enough varieties of this record to suit 
his taste. We have reached that stage where 
we enter only one item on a sheet and have 
different colored sheets for each class of in- 
vestments. When an investment is disposed 
of, the sheet is marked and filed in a trans- 
fer. This method is adaptable to loose cards, 
but I have been more than a bit timid about 
changing from leaf binders to trays 
because our asset records are used by every 
one in the trust department. It is obvious 
that there is greater danger of some one in- 
advertently retaining a card or 
ecards on or in his desk than there is of 
forgetting to return a book to the case. 


loose 


series of 


Grouping Accounts into Different Controls 

I do not know what the requirements are 
in other states, but in Pennsylvania when 
the banking department of the common- 
wealth asks for a statement of the condition 
of the company, we are required to report 
the investments held for trust estates in 
different For this purpose and 
for general office information, we have found 
it desirable to divide our trust investments 
into seven classes, as well as to keep a con- 
trol of principal cash separate from income 
cash. AS we have grown larger, we have 
found it convenient to group our ac- 
counts into different controls by subdividing 
the alphabet. I admit the only reason for 
making this last mentioned grouping is te 
enable the bookkeepers to locate differences. 


categories. 


also 


but I believe such a division, while not an 
essential, is certainly a big help and time 
saver. 

The problem of rendering satisfactory 


statements to beneficiaries is always a _ per- 
plexing one. We all have clients who are 
dissatisfied with any sort of a statement, 
but fortunately the greater number of any 
company’s customers seem to be satisfied 
with the documents sent to them. This leads 
me to believe that the statement which is the 
least difficult to prepare is the best to use, 
whether that be photostat, carbon, or re- 
typed copies of the ledgers. Income tax ac- 
counting is worthy of a paper of its own, 
so I shall not attempt to say more than this: 
We have found a machine a great benefit in 
analyzing income for preparing our returns. 
Accounting Points Emphasized 


In conclusion permit me to emphasize 
briefly the following: 
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Accountability is the primary purpose of 
trust accounting. 

Clarity and legibility in recording trans- 
actions are essential. Fix this responsibility 
with the bookkeepers. 

Study vour methods before making changes 
and make only those changes which benefit 
the company as a whole. 

Consider the number of times an entry is 
recorded with the idea that they should be 


reduced to a minimum. This will require 
careful study. 
Adopt machine methods where advisable, 


but guard against the use of machines where 
the work can be done as well and as eco- 
nomically with pen and ink. 

Remember that the books are being kept 
to enable those responsible for operating the 
trust department to do their work properly, 
and the earlier the records are made avail- 
able for their use the better. 

For accounting purposes and without re- 
gard to audits, consider the merits of the 
cost or inventory method of carrying invest- 
ments. 

Separate principal items from income by 
posting them on different sheets. 

Keep your asset records so that only one 
item is recorded on a sheet, and remove all 
closed items from the current file. 

Divide your ledgers into as many controls 
as may appear desirable, being careful to 


avoid over-division into small sections hav- 
ing no real value. 
Render statements that resemble your 


ledgers as nearly as possible, but do not ex- 
pect all your clients to be satisfied with them. 
Above all, never let the work in the ac- 


counting room drag. Do it now—with a 
smile. 
Re fe ee 


Charles E. Howe, treasurer of the Ameri 
can Security & Trust Company of Washing: 
ton, D. C.. has been associated with the 
trust company for thirty-seven years. 
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STATEMENT 
OF CONDITION 


AT THE CLOSE OF BUSINESS 
JUNE 30, 1931 


Resources 


Cash on Hand and in Banks. . . . $ 19,360,124.94 
United States Bonds .. . - « +  18,203,447.14 
Loans, Advances and henenuiienenen - « 131,435,076.76 
Banking Houses and Other Real Estate . 6,454,787 .59 
Interest Accrued and Other Resources . 1,409,095.69 
Customers’ Liability on Acceptances and 

eT 8 ee ee ae ee ee ee 4,258,602.07 


Total A, ee es. oe » « $181,121,134.19 


Liabilities 
Deposits e 4 . « « « $158,067,449.62 
Acceptances and Leteess of Credit i 4,267,556.11 
Reserve for July 1, 1931, Dividend 210,000.00 
Interest Accrued and Other Reserves . 768,578.31 
Capital Stock . . . . $7,000,000.00 
Surplus... - « «+  9,000,000.00 
Undivided Profits - « «  1,807,550.15 17,807,550.15 


a a ee 
Comparison of Deposits 
June 30, 1927 - « $130,834,707.59 


June 29, 1929 - +  138,446,991.25 
June 30. 1931 - +  158,067,449.62 


GUARDIAN 
TRUST COMPANY 


CLEVELAND 


“ .... - complete helpful service for correspondent banks.” 


MEMBER: FEDERAL RESERVE SYSTEM AND CLEVELAND CLEARING HOUSE ASSOCIATION 





HANDLING OF RECEIVERSHIPS AS A PROFITABLE 
FIELD FOR TRUST DEPARTMENT SERVICE 


PLAN OF OPERATION ADAPTED TO SMALL AS WELL AS LARGE 
ORGANIZATIONS 


J. REGIS WALTHOUR 
Trust Officer, the First National Bank of Greensburg, Pa. 


(Epiror’s NOTE: 


Notwithstanding the reluctance on the part of many trust depart- 


ment managers as regards the acceptance of appointments as receivers or trustee in 
bankruptcy cases, there is a definite economic trend toward the selection of responsible 


and impartial services such as offered by corporate fiduciaries. 


Scores of trust com- 


panies are today actively and successfully conducting this type of service, either through 


oficial court appointment or voluntary designation. 


The following article describes a 


practical plan for handling receivership and bankruptcy cases, showing also the col- 
lateral advantages which accrue to the trust department.) 


HE acceptance of bankruptcy and re- 

ceivership appointments by banks and 

trust companies has found both pro- 
ponents and opponents among those engaged 
in the corporate fiduciary field and the in- 
stitution which offers a complete trust serv- 
ice to its community will sooner or later find 
itself confronted with the problem of ac- 
cepting or rejecting an appointment as re- 
ceiver or trustee. Some of the larger trust 
companies have handled receivership cases 
for many years, while others equally promi- 
nent have been careful to avoid appointments 
involving this class of business. 

The economic trend is toward the appoint- 
ment of corporate fiduciaries and _ statistics 
show the tremendous growth of this class 
of business in both the individual and cor- 
porate trust fields. If the trust departments 
of our banks and trust companies are to be 
accepted as the ideal executor and trustee, 
why should they not become the experienced 
receivers in handling bankrupt businesses. 

The advantages which are presented for 
the corporate fiduciary in selling any class 
of trust are recognized readily in 
bankruptcy or receivership and the 
creditors, the attorneys, the bankrupt and 
the courts will appreciate the prompt and 
thorough manner in which such business will 
be handled by a bank or trust company. The 
responsibility and good judgment in financial 
matters of an impartial receiver or trustee 
doing business each day with proper equip- 
ment in an established location, if combined 
with experience in bankruptcy cases should 
permit the bank or trust company doing a 
receivership business to render a material 
service to its customers. 


service 


eases, 


Securing Receivership Business 


Providing the bank or trust company has. 
the qualifications to perform the services of 
a receiver, from what sources are we to look 
for the business we are ready and willing to 
handle? None of the standard forms of ad- 
vertising will avail us much in the way of 
securing this particular class of business. 
Unless banks and trust companies are ap- 
pointed official receivers, as in the case of 
the Irving Trust Company in New York City, 
most of the business must come through at- 
torneys who represent either the creditors in 
involuntary cases, or the bankrupt in volun- 
tary Some will be secured through 
officers and from other departments of the 
bank or from association with individuals or 
corporations interested in bankruptcy cases. 
The record of the trust department in han- 
dling past cases will, in the final analysis, 
be the best advertisement for future business. 


cases. 


Only the larger institutions handling bank- 
ruptcy or receivership cases will be in a po- 
sition to assign the work to a specialist or a 
department designed to handle only this 
of business. If this were feasible in 
all cases the problem of personnel and equip- 
ment would depend largely on the selection 
of the departmental head and his subordi- 
nates, but in the smaller banks, the adminis- 
trative and detail work must be handled by 
officers and employees engaged in other work 
in the trust department, The trust officer, 
naturally, becomes the executive head of the 
additional division of his department and 
the details will be handled by one or more 
subordinates assigned to this work. Usually 
the detail work will not be so heavy that 
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it cannot be handled by an experienced clerk 
with assistance when necessary. 


Plan for Handling Receiverships 

A set plan for the handling of receiverships 
ean be worked out from your own experi- 
ences or those of other banks engaged in this 
field and once established, this plan should 
be followed in the administration of all cases, 
with proper allowance for the distinctive 
problems which will be presented from time 
to time. There will be little or no deviation 
necessary in cases where it is not necessary 
to continue operation of the business, but 
where the business is carried on for a period 
of time, individual problems will arise which 
require careful and competent handling. It 
is only natural that the problem arising in 
the conduct of a coal company will be radi- 
eally different from those presented in the 
operation of a restaurant, 

It would seem that one of the advantages 
to be gained by the trust department in the 
handling of bankrupt estates, would be in 
acquiring the intimate detailed knowledge of 


many and various businesses, for when a 
company is insolvent many things are ap- 


parent which in the heydays of good times 
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are overlooked as trivial and unimportant. 
Experience in handling such cases will often 
permit the bank officer or employee to find 
defects in operation and quite evident rea- 
sons for the failure of a once prosperous con- 


cern. With the policy of present day testa- 
tors to give executors and trustees broad 


powers in the handling of decedents’ estates, 
the operation of various businesses by our 
trust departments will become more preva- 
lent and if we are acquainted with the bad 
features of a given business, the good one 
can be more easily administered. 

An examination of the files of 
doing business as receiver and trustee will 
disclose the wide diversification of business 
which have been administered: ranging from 


one bank 


the smallest individual cases to those of 
large corporations. Included in the list we 
find a steel fabricating plant. a company 


engaged in the manufacture of wall tile. and 
a factory producing aluminum cooking uten- 
sils, all large industrial properties. Retail 


businesses include grocery stores and meat 
markets, ladies’ ready-to-wear and men’s 


furnishings. Several classes 


businesses 


clothing and 
of automobile including garages, 
aecessories and parts and tire have 
been included in the list. <A florist and his 
greenhouses have been handled along with a 
miscellaneous group including a real estate 
office, a general contractor, coal mines, a 
wholesale bakery, a hardware store, a coffee 
roasting establishment and a chain of 
taurants. 


stores 


res- 


Control Cards and Accountancy Procedure 

The control cards used in all classes of 
bankruptcy or receivership cases should be 
identical and provide a detailed check of the 
various steps in the handling of the insolvent 
estate. It is practically impossible to design 
a control card which could be universally 
used as matters of personnel and internal 
management as well as established court 
practices will impose a different procedure 
in each institution, The best plan for pre- 
paring control cards would embrace a card 
or cards designed by the executive in charge 
after consultation with officials and attorneys 
engaged in bankruptcy work. 

The accounting procedure in most cases is 
easily solved as the receiver or trustee deals 
practically in cash and a cash book or jour- 
nal will usually suffice for all cases where 
the problem is one of pure liquidation of 
and payment of claims. In _ those 
cases where it is necessary to continue the 
operation of a plant or business, the receiver 
position to establish adequate 
When the bankrupt is a 


assets 


must be in 


records at once. 
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corporation adequate records can often be 
found and continued by closing the books, 
making proper rulings and then continue the 
system in use. With individuals or small 
businesses, the lack of records is usually one 
of the contributing causes of the insolvency, 
and here records must be set up. We have 
found it advisable in all cases to have a 
complete daily report of operation or prog- 
ress presented to the officer in charge. 

Upon the appointment as receiver, the first 
duty is of course the actual taking over of 
the assets of the bankrupt business or in- 
dividual. All cash, of which there is usually 
very little, must be received and checked. The 
bank accounts, of which there are often a 
number, must be closed, payments stopped 
on checks and the accounts balanced. Person- 
al property must be made secure until an ap- 
praisal and inventory are completed. Of vi- 
tal importance is proper insurance issued on 
the name of the receiver. If policies of the 
bankrupt are in existence, they can, of 
course, be assigned. If not. new policies 
must be issued. A good plan is to have a 
binder placed for fire insurance and after 
the appraisal, the actual policies may be is- 
sued. Leases should be examined = and 
checked at once, and satisfactory arrange- 
ments made with the landlord. The public 
service companies contracts for services must 
be cancelled or rewritten in the name of the 
receiver, including electric light. gas, water 
and telephone. Equipment under lease or 
goods on consignment must be examined, 
properly identified, and the documents 
checked by attorneys. In small businesses 
a careful system of separate locks will usu- 
ally protect the property, but in manufac- 
turing plants, it is necessary to arrange for 

vatchman at once. Other details necessary 
in taking over the assets will present them- 
selves in most cases and where perishable 
goods are on hand, the facts and conditions 
must govern the procedure. 


Auditing and Appraising 
The books and records of the bankrupt, 
such as they often are, must be gathered to- 
gether and good practice would indicate that 
they should be brought to the bank at least 
until an audit can be concluded. In small 
cases, your own audit will usually suffice. In 
large cases, a petition and order for audit 

by public accountants is advisable. 
Appraisers, appointed by the court, should 
conclude their duties as soon as_ possible. 
Usually the appraisers are individuals ac- 
quainted with the type of business you have 
in hand, but in some cases professional ap- 
praisers are required. Preliminary to an ap- 
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praisement, the receiver should provide an 
orderly outline of procedure, proper materi- 
als for the work and such clerical or manual 
help as will be necessary. It is advisable to 
prepare both an inventory, at cost or market, 
whichever is lower, as well as an appraisal. 
The advantage of this plan is obvious, as 
you establish a fair market value as against 
the quick sale value set up by the appraisers 
which in many cases can be used to secure 
a better bid for the stocks on hand. 


Continuing or Winding Up Business 

The most important question presented to 
a receiver is whether or not he shall continue 
to operate the business of the bankrupt. In 
the case of a manufacturing plant, the prob- 
lem revolves around the proper handling of 
goods in process or sales contracts in exis- 
tence. If certain articles can be finished for 
a small cost or profitable contracts complet- 
ed, it would seem wise to continue operation. 
If raw material has not been started through 
the plant or finished goods have no appreci- 
able value, it would be unwise to continue. 
In many cases a quantity of unfinished goods 
can be completed by operating one or two 
departments of a plant, but if the company 
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Proven Principles of Safety 


HE Lawyers Mortgage Company re- 
stricts its lending to Greater New 
York, Westchester and Nassau Counties. 


Within this area—the largest and most 
rapidly growing metropolis in the world 
—the Company operates only in carefully 
selected sections. As a further precaution 
it has for 27 years limited mortgages to 
business and residence properties—both 


necessities regardless of conditions. No 
loans are made on hotels, apartment hotels, 
lowering office buildings, theaters, garages, 


factories, leaseholds, or any special buildings. 


The Lawyers Mortgage Company has, 
and always will, avoid extremes and ad- 
here to the broad middle course of proven 
values and proven principles of safety. 
No loss to any investor. 


LAWYERS MORTGAGE 


COMPANY 


Capital and Surplus $22,000,000 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 





has failed, it is rather unlikely that a re- 


ceiver can step in and perform miracles. 
Facts and circumstances must govern in mak- 
ing this important decision. In retail estab- 
lishments the item of good will and econ- 
tinued patronage plays the important part 
of the business with established clientele is 
worth more than one without any customers. 
In many cases the bankrupt may hold a yal- 
uable real estate. If the business 
can be made to bring a larger sale value 
through operation which is continued at a 
reasonable cost, then the receiver should 
continue. In any case the earliest possible 
sale consistent with good business judgment 
will produce the best return for the bankrupt 
estate, except of course in those very rare 
cases where a receiver is able to pay out 
dollar for dollar and return the property to 
owners. 


lease on 


its original 

It is this sometimes necessary period of 
operation which presents the greatest prob- 
lems to the receiver. If you decide to con- 
tinue, you must have a custodian, who is 
not only trustworthy but must be acquainted 
In some cases the bank- 
rupt himself will be satisfactory, if given 
proper supervision. In other cases, it has 
been found advantageous to have on hand a 
list of men who are temporarily out of work, 


with the business. 


but who have had experience and who are 
willing to take such a position for a short 
time. Many difficulties have been overcome 
by the employment of such men, as it is not 
possible in a small bank to have a regular 
staff for this work. 

A receiver in bankruptcy can sell personal 
property while real estate must be handled 
by the trustee. This is one of several rea- 
sons why the first meeting of creditors and 
examination of the bankrupt should be held 
as soon as possible. The trustee is, of course, 
elected by the creditors and the bank or 
trust company acting as receiver will usually 
be continued in this capacity. We find no 
inclination to remove a satisfactory receiver 
at the time of the election of a trustee, 


Collection of Accounts Receivable 


The collection of outstanding accounts re- 
ceivable of the bankrupt is always an ardu- 
ous duty. In the first place, the individual 
or firm headed toward insolvency has usually 
granted credit with a free hand, and the list 
of accounts receivable, includes many items 
long past due where the debtor should never 
have been given credit, where name or ad- 
dress are incorrect, where the debtor has 
moved from the community or where the 
account is simply uncollectable by any known 





TRUST COMPANIES 


For Your 
Toledo 
Business — 


The 
COMMERCE GUARDIAN 


Trust and Savings 
Bank 


f 


CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Cable—“Trustco” 








Havana 








means. In the second place, any good ac- 
counts which may not have been paid 
promptly have usually been carefully fol- 
lowed up and collection made to help meet 
the pressure of creditors. In the third place, 
contra accounts, especially among small mer- 
chants, have been contracted by creditors as 
a means of receiving payment of their own 
bills. 

In the fourth place, where you have dis- 
puted accounts, your bankrupt has often been 
lackadaisical in effecting a settlement simply 
because it was too much trouble. Last, but 
not least, is the unexplainable attitude that 
the debt is due a bankrupt; that he won’t get 
anything out of the payment, so why bother? 
Against all these difficulties, you have the 
power of the court and an attitude among 
many debtors who will make a real effort to 
pay a bank or trust company, simply because 
they are accustomed to pay what is due to 
their own bank. The usual plan includes one 
or two collection letters and then a personal 
follow-up and dun, dun, dun. Our collection 
records vary with each according to 
circumstances and the value of the accounts. 

In bankruptey or receivership, the bank or 
trust company follows the established prac- 
tice of the corporate fiduciary and sees that 
all legal work is done by the attorney for 
the receiver and trustee. In most cases, a 
complete case requires a great number of le- 
gal papers from the original appointment 
to the petition for discharge and we have 
found it advisable to ask for and file a copy 
of all court papers as we then have a com- 
plete record of the case which when 
is retained in our vaults. 


ease 


clused 


Fees and Compensation 
and the resultant profit from bank- 
ruptcy or receivership cases may be paral- 
leled with fees and the resultant profit in 
any fiduciary work performed by our trust 
departments. In bankruptcy, the fee sched- 
ules are fixed and rigid, and the very small 


Fees 


cases return very little for the time and ef- 
fort involved. In the majority of cases, our 
experience indicates that the fees received 
return a profit which is adequate. In re- 
ceiverships, either for liquidation or adjust- 
ment of interest, there are usually larger 
cases and the fees allowed are commensurate 
with the size of the estate. The fiduciary 
must be careful to list all actual expenses 
incurred, and a reasonable allowance will be 
made to cover these items where necessary 
in the administration of the insolvent estate. 
As in all trust business, detailed and accu- 
rate cost records for this class of business 
would be a burden, and in the final analysis, 
we must look to our entire departmental 
profits to find the answer to the question, 
“Does it pay?’ except of course where the 
business is conducted as a separate depart- 
ment. To the bank or trust company enter- 
ing or recently having entered the trust field, 
without living trusts or agency accounts to 
pay the way and without wills or life insur- 
ance trusts. naming the institution as execu- 
tor and trustee, becoming effective at fre- 
quent intervals, we have in bankruptcy and 
receivership cases a class of business which 
can be presently secured, providing interest- 
ing and instructive work for the trust de- 
partment personnel with an adequate return, 
which will shorten that lean period of “from 
five to ten years,” through which experienced 
trust men say all new trust departments 
have to pass. 
x ? 2, 


fe fe ee 


Power of the States to Tax Intan- 
gibles” is the subject of an article in the 
June issue of the North Carolina Law Re- 
view. by Henry Rottschaefer, professor of 
law at the University of Minnesota. 

Reuben A. Lewis, Jr., second vice-president 
of the Continental Illinois Bank & Trust 
Company of Chicago, has been elected vice- 
president for Illinois of the Trust Company 
Division, American Bankers Association. 


“The 
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ANADA’S Oldest Trust 

Company completes in 1931 
firty years of progress and 
development. 


Our resources, our experience 
and our Dominion-wide organ- 
ization enable us to serve the 
best interests of our patrons in 
all trust capacities. 
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THREATENED DESTRUCTION OF WALL 
STREET LANDMARK 

In reply to an inquiry Trust CoMPANIES 
has received from Postmaster J. J. Kiely of 
New York the following letter: 

“In reply to your letter please be informed 
that demolition of the former Sub-Treasury 
Building at Nassau and Wall streets has 
been suggested to the Post Office Department 
and the Treasury. The plan contemplates 
the erection of a replica of the old Federal 
Hall which stood on this site, in which hall 
George Washington took the oath of office 
as first President of the United States, and 
where our was actually estab- 
lished.” 

There is a eonflict of sentiment among 
Wall street bankers and others as to the 
propriety of destroying an old landmark such 
as the former Sub-Treasury Building, even 
though it is intended to substitute a replica 
of the old Federal Hall. Those who favor 
the change state that the present building is 
no longer used for its original purpose and 
that this famous site be preserved by erect- 
ing thereon a replica of the old Federal Hall, 
Those who oppose demolition of the old 
Sub-Treasury building claim that it should 
be preserved and that it might well be used 


Government 
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The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
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of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 
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as an historical museum. However, it is un- 
derstood that the plans under consideration 
provide for the retention of the statue of 
George Washington in front of the building 
which has been the pedestal for many patri- 
otic gatherings and a rallying place for Lib- 
erty Loan drives during the World War. 


WRITES HIS WILL ON A BANK CHECK 
A single sentence scribbled on the back of 
a National City Bank check constituted the 
last will and testament of Frank Campanale 
of 799 Coney Island ave., Brooklyn, who died 
on January last, the day after the will was 


made. The unusual document was offered 
for probate in the Surrogate’s Court in 
3rooklyn recently. It attempts to dispose 
of Campanale’s $8,500 estate in the following 
words: “I leave all my personal and real 
estate to my beloved wife, Annunziata, of 
799 Coney Island avenue.” Underneath the 
inscription were the signatures of two wit- 
nesses. 
“The moving finger writes; and having writ, 
Moves on, nor all thy piety nor wit 
Shall lure it back to cancel half @ line; 
Nor all thy tears wash out a word of it.” 
—OMAR. 





TEUUUCUUCUUEROCUUEOCCESSCECEUEEEECUASEEUR SEU SUUCRECUCOSUSSUSASEREAEUCUUUAESEESSEREERSIINECSASAEAEESESSEUICSEOED 


SURVEY AND ANALYSIS OF VARIOUS TYPES OF 
COMPOSITE TRUST FUNDS 


EXPERIENCES OF PAST TWO YEARS HAVE DEMONSTRATED THE 
SUPERIOR ADVANTAGES OF TRUST INVESTMENT MANAGEMENT 


CLINTON DAVIDSON 
President, The Estate Planning Corporation, New York City 


(Epiror’s NOTE: 


Mr. Davidson's article possesses unusual interest because of his 


close contacts and his successful results in applying the functions of trusteeship to the 


planning of estates. 
and experience of trust companies in 


Recently he completed three surveys, one dealing with the set-up 
operating various types of composite trust funds: 
the second, relating to so-called “investment trusts” 


sponsored by security dealers and 


as contrasted with results from real trusteeship and the third survey based upon experi- 


ence in professional investment management. 
which adheres to conservation of values rather than enhance- 


trust investment practice 
ment from speculative or other sources.) 


S the present time the proper time to 
start a composite trust fund? 

Can composite trust funds become a 
serious menace to trust business in general? 
If so, what is the greatest menace? 

Should the fund have the right to pur- 
chase securities from our security affiliates? 

Should the fund be used to popularize 
trust business, or be used merely as an in- 
vestment instrument for the purpose of se- 
curing diversity for small trusts, plus econ- 
omy of operation? 

Should there be two funds, one for bonds 
and one for stocks, or only one fund owning 
both bonds and stocks? 

I know that the above questions are on 
the minds of many men in charge of trust 
business today, because they have been dis- 
cussed with me by the majority of the trust 
officers of the banks in most of the cities in 
which our offices are located. I suppose 
that my discussions with these men regard- 
ing composite trust funds was partly re- 
sponsible for my being requested to write 
this article, but I am told that the principal 
reason for this request was due to our hav- 
ing prepared three surveys recently, each 
one of which has some bearing on the sub- 
ject of composite trust funds. 


Surveys Made on Trust Investments 

These surveys are as follows: 

1. At the request of one trust company 
that has cooperated splendidly with our es- 
tate planning work, we made a survey for 
them of all the composite trust funds in ex- 
istence at that time, not including the com- 
mingled mortgage funds. 


The conclusions are decidedly in favor of 


2. In preparing an address to be delivered 
before the Sales Congress of the Kentucky 
Life Underwriters Association, we secured 
some effective material showing the differ- 
ence in investment results obtained during 
the past two years under real trusteeship, 
when compared with the results secured by 
all other investment managers including the 
so-called “investment trusts” sponsored by 
security dealers. I think I am entitled to 
say, “effective material,” as we have used 
this material to secure the following busi- 
ness for trust companies since June 1st: 

One insurance trust $1,500,000 

Appointment as executor and 

trustee under three wills.. 14,000,000 

Voluntary trusts osvce . 3,000,000 


. . - $19,000,000 

5. One of our clients whom we assisted in 
tax problems, when he sold out his business 
and received $15,000,000 for his share, stated 


Total 


» 


that he had changed from a manufacturer 
to an investor, and as he knew nothing 
about investing he asked us to make a sur- 
vey for him of the field of investment man- 
agement. This survey included the consid- 
eration of the possibility of associating his 
$15,000,000 with an investment trust of equal 
size, the desirability of the Irving Investors 
Management Company Funds “A” and “B,” 
the desirability of the City Bank Farmers 
Uniform Trust, and it also included a report 
on the results obtained by the various pro- 
fessional investment counsel organizations. 
The following survey discusses these sub- 
jects: “Should Some Form of Composite 
Trust Fund Be Used”—‘Legal Obstacles and 
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the Best Method of Overcoming Them’’— 
“Fees and Outside Participation”—“Diagram- 
matic Comparison of the Incorporated vs. 
Unincoporated Form’’—‘Diagrammatie Out- 
line and Comparison of the Leading Funds 
in Use Today’—*‘Discussion of the Invest- 
ment Policy.” 


Should Fund Be Used to Popularize Trust 
Business ? 

Most of the trust companies that have 
considered the use of composite trust funds 
have considered them purely from the view- 
point of an investment instrument that will 
permit greater diversification for small 
trusts, plus economy of operation. They do 
not look upon it as a means of attracting 
business, and at present they have no inten- 
tion of advertising its use. 

The Brooklyn Trust Company has a dif- 
ferent and very interesting viewpoint. 
Whereas they recognize the value of the 
composite fund for the purpose above stated, 
they also believe that the fund can be used 
to popularize trust business. They are of 
the opinion that they will never be able to 
secure an amount of trust business com- 
parable with the amount they should secure, 
until trust business has become popularized 
and the masses are familiar with it. 

On eleven different occasions I have se- 
cured a life insurance application for $1,000,- 
000 or more per application. The applicant 
has always signed the application without 
reading it, and in many cases has signed it 
in blank. No one of them has ever read 
the policy contract. On the other hand, 
every man either reads the trust agreement 
sarefully or has his attorney do so and re- 
port to him. One reason for this difference 
is that life insurance has been popularized. 
whereas trust agreements have not. 

An advertisement of the Brooklyn Trust 
Company reads as follows: “$500 Has a New 
Importance! For the first time in history 
$500 will unlock the door of trust company 
service. The person of moderate means who 
is just starting to build his fortune is able 
to establish a trust fund on exactly the 
same basis as the millionaire by means of 
our composite trust.”. When an individual 
creates a trust to purchase units of the 
Brooklyn Trust Company Composite Trusts, 
he has put his foot inside the door of the 
trust department. Every time the income 
distributions are mailed to him, the trust 
company has the opportunity of reminding 
him that he has already taken one step in 
the use of trusts, and they can explain to 
him the advantage of a separate voluntary 
trust if his funds are large enough, and also 


the advantage of naming the Brooklyn Trust 
Company as executor and trustee. 

I can hear every trust officer who reads 
this say, “We do not wish any $500 trusts.” 
Neither does the Brooklyn Trust Company. 
but they have no objection to some individ- 
ual holding a trust certificate which per- 
mits the trust company as trustee to pur- 
chase and hold five units of a fund aggre- 
gating $12,000,000 or more. Many men worth 
$500,000 or more have purchased units of 
$5,000 or less of some “fixed trust’ from the 
securities department of a bank. I person- 
ally believe that he would have been much 
better off if he had invested the same money 
in units of a composite trust fund managed 
by the trust department of that bank, and 
I also think that the bank would have been 
better off. 


Salability of Trust Service 

A few weeks ago I visited the trust de- 
partment of a bank, and in reaching the 
trust department it was necessary for me 
to pass through the securities department. 
Just outside the door entering the trust de- 
partment was a large electrically lighted 
sign which stated something like this, Blank 
American Trust Shares—Price $5 Today.” 
These same shares had previously sold for 
$12.50. I said to the trust officer, “Why do 
you wish to call the attention of people 
entering the trust department to the fact 
that the securities which they bought upon 
the advice of your bank at $12.50 are now 
worth about $5, a depreciation of 60 per 
cent? If I invested a portion of my funds 
upon the advice of the bank and lost 60 per 
cent of the amount invested, what would 
happen if I trusted my entire estate to the 
bank after my death!’ I was only joking, 
of course, but nevertheless, I hope to be 
able to show later in this article that trust 
service is in a much more salable position 
today than fixed trusts, investments trusts of 
the management type and almost anything 
in the securities market. We believe that 
through the use of a composite trust fund, 
even $500 trusts can be accepted without 
loss, and we believe that these funds 
make possible an aggressive new business 
campaign for the trust department in certain 
communities where such campaigns could not 
be carried on profitably otherwise. We are 
very much interested in this subject and we 
hope to assist one bank in launching such 
a campaign in the near future. 


also 


Stocks Only, Bonds Only or Both 
One bank in a middle western city char- 
tered two corporations to be used for com- 
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posite trust purposes several years ago. One 
of them has been operating continuously 
since that date, but has been limited entire- 
ly to bond holdings. The purpose of the 
other corporation was to invest entirely in 
stocks, but as the stock market dropped 
shortly after the corporation was organized, 
this corporation has made practically no in- 
vestments until very recently. They have 
been hoping to see signs of a permanent and 
steady improvement in the stock market be- 
fore using it actively. The results obtained 
from the use of the first corporation have 
been satisfactory and I understand that they 
are rather happy about it. They would not 
have been so happy, however, if they had 
operated the corporation limited to common 
stock holdings, as will be shown in the fol- 
lowing illustration. 

The Irving Investors Management Com- 
pany, Ine. is the successor of the Investment 
Managers Company. This company manages 
Funds “A” and “B.” The purpose of these 
funds is to hold common stocks and afford 
the participant diversification and scientific 
management in the realm of Gommon stocks. 
I am quoting some figures from their results, 
because we do not believe that the funds in 
one corporation should be limited to bonds 
only and those in another corporation to 
stocks only. We believe that there is seri- 
ous danger in any fixed investment policy, 
and that it is almost impossible to avoid de- 
preciation in principal at times if the funds 
are limited to one securities. We 
believe in the principle of merely consider 
ing bonds as a commodity, stocks as a com- 
modity and money as a commodity. Surely 
there is a time when bonds are the 
commodity for a composite trust fund, another 
time when stocks are the commodity, 
and still another time when cash is the best 
commodity. I know of a fund that has been 
operating on this principle for several years. 
The incorporators guaranteed all of their 
stockholders against depreciation of princi- 
pal as they felt that their method of operat- 
ing enabled them to do so with practically 
no risk. 


class of 


best 


best 


Where Fund Is Composed Largely of 
Common Stock 


In a report to the holders of Series “A 


of the Irving Investors Management Com- 
pany, dated February 20, 1951, after refer- 
ring to certain changes in the list of hold 
ings, we find the following: 

“The immediate result of these changes 
was the realization of losses which are re- 
flected in the financial statements herewith. 
The final result, it is believed, has been to 
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place the fund in a better position to profit 
from the re-establishment of more normal 
stock valuations, which should follow the 
cyclical recovery of business from its pres- 
ent depressed condition.” 

The final result may or may not be better, 
but so far the value per 100 shares has 
dropped from $908.18 as of December 31, 
1930 to $717.61 as of June 1, 1931, a de- 
crease of 20 per cent. The decrease from 
December 31, 1929 to June 1, 1931 is 45 
per cent. There is no question in my mind 
but that the fund would not have depre- 
ciated to this extent, if instead of being 
organized for the purpose of holding com- 
mon stocks it had been organized for in- 
vesfment purposes only, with the intention 
of holding bonds, stocks and/or cash de- 
pending entirely upon the conditions of the 
times. We do not consider this fund as a 
real trust fund such as the trust estates of 
trust companies are. It is more like a 
management type investment trust. In trust 
estates we seek first the safety of principal 
and the continuance of income, whereas 
many of those who invested in this fund “A” 
did so in the hope of securing large appre- 
ciation, which they will no doubt receive 
when, as and if another bull market comes 
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Our reference to it has been 
to show the result secured by 


into existence. 
made merely 


a fund organized largely to hold common 
stocks. 
In our opinion too many trust companies 


have looked upon the composite trust fund 
as a unit to invest that portion of individual 
trusts that would have been invested in com- 
mon stocks, and therefore, they think that 
the composite trust fund should be used 
largely for the purpose of buying and hold- 
ing common stocks. In February 1931 one 
New York trust company published a list of 
the holdings of their fund which showed 
64 per cent invested in stocks, 36 per cent 
being in preferred stocks, and 28 per cent 
in common stocks. I have been told that the 
percentages are not far different today. Their 
units in 1930 reached their highest value on 
April 1, being $106.40. On January 1, 195 
the price was $87.09. On March 1, 1951, 
$93.57, and on June 1, 1931, $84.09. When, 
as and if the stock market comes back, they 
will have a quicker rise than the funds that 
consist largely of bonds, unless the bond 
funds liquidate a portion of their bonds at 
the proper time and then invest in stocks. 
I am not an investment expert myself, but 
the opinions that we have received from our 
wealthiest clients, from economists, and in 
fact from almost every one except stock ex- 
change brokers, are that cash is a very valu- 
able asset to hold today. 

The value of units of an incorporated fund 
of another New York trust company as of 
June 3, 19381 was $838.05 per $100. This fund 
has about 45 per cent of its assets in stocks 
as follows: 


PRPTOETOE BtOGKS oc ccccsivcccsces . 31% 
Guaranteed Stocks .......--cc.0.. 1% 
Common Stocks .........ccceceeee 13% 
The present price of the units of these 


two funds is considered by 
sent a favorable showing 


many to repre- 
when compared 


with the action of the securities markets in 
general during the past twelve months. We 
believe, however, that even more favorable 
results would have been secured if the com- 
mon stock holdings could have been complete- 
ly liquidated this spring. 

The banks with whom we have had discus- 
sions all know that our investment advisors 
urged the liquidation of common stocks this 
spring and that they are not yet ready to 
advise their inclusion in a trust portfolio. 
The small percentage of common stocks held 
by these two funds at this time indicates a 
cautious approach to the common stock field. 


The Right Time to Start a Composite 
Trust Fund 

Leroy McWhinney in his address at the 
Mid-Winter Trust Conference last February, 
stated that twenty-three banks had this plan 
under serious contemplation and that nine- 
teen were definitely favorable to its adoption. 
I would venture to say that very few if any 
of the banks he referred to have actually 
started operating a composite trust fund, the 
reason being in most cases that the idea of 
investing in stocks is closely associated in 
their minds with the composite trust idea, 
and they are afraid to start a fund under 
the present market conditions. 

If a composite trust fund is desirable 
for the purpose of providing diversity for 
the small trusts, and if it furnishes a con- 
venient and inexpensive investment instru- 
ment, then it would seem that it should be 
of value whenever small trusts have funds 
available for investment. The same reasons 
that would apply to a bank waiting to use 
the composite trust fund until the stock 
market became permanently better might 
also result in the bank refusing to accept 
trust business until the stock market became 
better. If, however, the composite trust fund 
is to be used largely for the purpose of own- 
ing common (which we think is a 
serious mistake), then unquestionably right 
now is the time to decide upon the terms of 
the trust fund to be used and the charter 
and by-laws should be prepared at once, so 
that the instrument will be available when 
the market recovers. 

One outstanding bank official in New York 
City went to the president of his bank some 
years ago and suggested that inasmuch as 
the bond market had almost ceased to exist, 
temporarily, he thought it was the proper 
time to secure and train a force of bond 
salesmen so that when the market opened 


stocks 


they would be in a more advantageous posi- 
tion than some of their competitors. The 
president permitted him to go ahead and 
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execute his idea, with the result that today, 
although a very young man, he is the head 
of a securities affiliate of national importance 
that has had one of the most profitable rec- 
ords. We think that this is an ideal time to 
prepare a composite trust fund, even though 
you wait for better market conditions to 
operate it. We also think that it can be 
operated satisfactorily under present condi- 
tions, and that, if needed at all, it is needed 
whenever small trusts have funds available 
for investment. 


Should the Fund Have the Right to Deal 
With Our Security Companies 

The certificate of incorporation of one of 
the funds sponsored by the trust department 
of one of the large financial institutions in 
the city of New York contains the following: 

“The corporation may enter into any 

transaction or contract with The Blank 
Company or the Blank Bank, and no trans- 
action or contract of this corporation so 
entered into with The Blank Company or 
The Blank Bank shall be void or voidable 
by reason of the fact that any director or 
officer of this corporation is a director or 
officer or shareholder, or otherwise inter- 
ested in The Blank Company or The Blank 
Bank, even though the vote of such a di- 
rector of this corporation, who may at the 
time such vote is given, be also a director, 
officer or shareholder, or otherwise inter- 
ested in The Blank Company or The Blank 
Bank, shall have been necessary to obli- 
gate this corporation upon such transac- 
tion or contract, and in the absence of 
fraud no officer or director of this corpora- 
tion, who is also an officer, director or 
shareholder, or otherwise interested in The 
Blank Company or The Blank Bank, shall 
be liable to this corporation or to any 
stockholder or creditor thereof, nor to any 
other person for any loss incurred by it 
under or by reason of any such transac- 
tion or contract, nor in the absence of 
fraud shall any such director be account- 
able for any gains or projsits realized there- 
on.” 

As far as I know, this is the only fund in 
operation containing these provisions, al- 
though some banks have had papers pre- 
pared for a proposed fund and have included 
the right to deal with the bank and its affili- 
ates. The Incorporated Fund “C” associated 
with the Irving Trust Company contains the 
following statement: “Neither the directors 
nor corporations of which they are officers 
or directors nor firms of which they are 
members may deal as principals in making 
purchases or sales of investments for ac- 


count of the fund; nor may the fund pur- 
chase stock of Irving Trust Company or any 
of its subsidiaries.” I have been told by a 
friend and correspondent of the New York 
sank first mentioned that the trust fund 
referred to has had no dealings with the 
bank or its securities affiliates, and that this 
party believes and hopes that the right to 
deal with the bank and its securities affili- 
ates will be taken out of the certificate of 
incorporation. The trust men that I have 
talked to both in New York City and in other 
cities are unanimous in expressing their be- 
lief that the composite trust funds should 
not be permitted to deal with the securities 
affiliates. 


The Investment Policy 

It is generally recognized that the thing 
that will make or break the composite trust 
fund idea is the investment policy and its 
results. If the policy of trusteeship which 
has governed the investments of the individ- 
ual trust estates controls the management of 
these composite trust funds, there need be 
no fear. If, however, the trust department 
is forced to yield the slightest percentage of 
their absolute and complete control of the 
investment policy of the composite trust 
funds to the securities affiliates or to the 
banking department, or to any one else in 
the bank or outside of the bank, they will 
find serious danger and almost certain catas- 
trophe ahead. I say this because those wh) 
have not been brought up in the atmosphere 
of trusteeship do not see and seemingly can- 
not understand the principles surrounding 
the investment of trust funds. A little later 
on I will give ample proof of this statement, 
but before doing so, I would like to point 
out the greatest danger that lies in the 
path of composite trust funds, as it is one 
which if not avoided may do more to injure 
trust business in general than anything that 
has happened heretofore. 

If composite trust funds come into popular 
use, it should be easy to find ten banks whose 
composite trust funds will be increasing at 
the rate of $10,000,000 per year each or an 
aggregate annual increase of $100,000,000. 
It should also be easy to find another twenty 
banks whose composite trust funds in the 
aggregate will be increasing at the rate of 
another $100,000,000 per year. If we know 
anything about human nature, it is safe to 
assume that companies whose business it is 
to sell securities at a profit will use all con- 
tacts, and every influence for the purpose of 
having these funds as an outlet for their 
securities. They will offer their statistical 
facilities, they will seek to become the in- 
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vestment counsel of these funds, and they 
will use every possible contact that they may 
have with the otker departments of the bank. 
all for the purpose of securing this business. 


Essentials of Trust Investment 

I have no eriticism to make of the security 
dealers or of any other people engaged in 
selling and trading, but every trust officer 
knows that the principles underlying trustee. 
ship are quite different from the principles 
used in business trading and in selling. If 
anyone has any doubt regarding this state- 
ment, I suggest that they read “Success in 
Security Operation” by Bond. Compare his 
description of the operation of with 
the operation of trust estates, and imagine 
what would happen if trustees had the same 
regard for the interest of the beneficiaries 
as some of the parties who were interested 
in the pools had in the people they tried to 
get to buy their stocks. 


pools 


officer in the middle west said 
ago the trust company 
investing the funds of 
small trusts almost entirely in mortgages. 
He also stated that they had now arrived 
at the conclusion that they would have been 
better off if they had never heard of a 
mortgage. He said, “You cannot understand, 
Mr. Davidson, how difficult it is for us to 
get any assistance on our investment prob- 
lems. We cannot depend upon our own se- 
curities company because they do not under- 
stand anything about the principles of trus- 
teeship, and they fail to recognize our in- 
vestment limitations. We are afraid to trust 
the advice of the local security dealers for 
the same reason and because of the 
results secured by several local investment 
trusts which were managed by them.” 


One trust 
that several 
was accustomed to 


years 


also 


Illustrating Results from Trust Management 


May I point out some of the differences 
between trusteeship and other business rela- 
tions that have been responsible for the 
splendid results obtained during the last two 
years by funds under trust management 
when compared with other financial manage- 
ment. 

During my first few months in New York, 
I had an office next door to a small banking 
firm that specialized in underwriting smali 
industrial common stock issues. I introduced 
them to certain parties and after many nego- 
tiations they told me that everything had 
been completed except the amount of com- 
mon stock the underwriters would receive 
as a bonus. I asked, “How much are you 

’, and they laughingly replied, 


entitled to?’, 
“All that we can get!” “It is purely a mat- 


ter of horse-trading and will depend largel) 
upon our ability to wear them down.” 

This may be an extreme example but it is 
generally recognized that every man in the 
business of underwriting stock must 
be a good trader. I am not criticising the 
principles of horse-trading, but I do wish to 
point out that the trading relationship can- 
not exist between trustee and beneficiary. 


issues 


Underwriting and Trusteeship 

The underwriting banker may say in mak- 
ing his deal that he will secure as a bonus 
all of the common stock that he can get, 
but the trustee knows that the interest of 
the beneficiary must be his first, second, 
third and last consideration, always! The 
principle that the trustee in dealing with the 
beneficiary can never put his own interest 
first is axiomatic, but the training, the at- 
mosphere and the viewpoint of almost every 
business is quite different from that of 
trusteeship. An illustration of this differ- 
ence might be found in the recent results se- 
cured by the investment trusts. 

In my opinion, the that the life 
insurance companies’ assets did not depre- 
ciate during 1930, like the assets of the in- 
vestment trusts, is because the assets of the 
life insurance companies are trust funds and 
the atmosphere surrounding them, as well as 
the training and viewpoint of the managers 
of these funds, are entirely different from 
the training and viewpoint of the sponsors 
of most of the investment trusts and is also 
entirely different from the atmosphere sur 
rounding the investment trusts. The first 
principle in managing trust funds is to keep 
the principal safe instead of endeavoring to 
secure the greatest appreciation possible but 
practically all those who bought shares in 
the investment trusts of the management 
type did so because they believed that the 
value would increase. 


reason 


I would not be in favor of the men in 
the Metropolitan Life Insurance Company 
Home Office, who personally handle the pur- 
chase of $10,000,000 of securities per week, 
having an ownership interest in the com- 
panies that they buy these securities from. 
Such a thing could not exist with the life 
insurance companies, however, because it vio- 
lates every atom of the principle of trustee- 
ship, and by the same token I believe that 
the organizations whose real business is to 
sell securities at a profit should not manage 
investment trusts. Being interested in this 
subject, I asked an organization specializing 
in investment trust analyses to prepare a 
statement for me, showing the difference be- 
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tween the liquidating value as of December 
31, 1929 and as of December 31, 1930 of the 
common stock of certain investment trusts 
whose securities were issued and sponsored 
by the best known security dealers and in- 
vestment bankers. I did not pick out the 
investment trusts with the idea of showing 
up the most horrible examples and, in fact, 
I did not select the investment trusts at all; 
I merely prepared a list of the best known 
security dealers and asked this organization 
to prepare a statement of the investment 
trusts whose capital securities were sold 
and/or sponsored by these investment bank- 
ers. 

After securing these figures we then wrote 
to all of these investment trusts and asked 
them if the figures were correct. The figures 
in the following statement were confirmed. 
The companies that did not give us the in- 
formation being omitted. Altogether there 


were seven showing a decrease of over 100 
per cent, but we were unable to secure con- 
firmation from four of them. The list is 
shown below: 


(Editor’s Note: In the concluding portion 
of this article, to appear in the August issue 
of TRUST COMPANIES Mr. Davidson offers 
some illustrative examples of investment ex- 
perience in contrast to the handling of trust 
investments, the dangers which attend stray- 
ing from the path of trusteeship principles 
and the adaptability of composite trust fund 
plans to current demands.) 

fe Se 

William R. Biggs, formerly second vice- 
president of the Chase National Bank, was 
recently elected assistant vice-president of 
the Bank of New York & Trust Company. 

Savings deposits continue actively on the 
increase in New York State. The mutual 
banks reported increase of over $22,000,000 
during May with total of $5,023,000,000. 


CHANGE IN COMMON STOCK LIQUIDATING: VALUES OF INVESTMENT TRUSTS 


Issue 
*Conjirmed Figures 
Chicago Investors 
Sterling Securities—A 
Aldred Investment Trust 
National Investment 
Commonwealth Securities 
Shenandoah Corporation 
Sun Investing Corporation 
Atlantic Securities Corporation 
Petroleum Corporation 
General Public Service Corporation 
Oil Stocks, Ltd 
General American Investors.............- 
Blue Ridge Corporation 
Chartered Investors 
Electric Shareholding Corporation 
Am. Cities Pr. & Lt.—B 
American European Secs..........ccssee- 
Prudential Investors 
Capital Administration—A 
Tri-Continental Corporation 


Secs. 


1.41 
10.67 


9 
o.o8 


10.50 
11.62 
9.46 


46.25 


15.80 


Approximate 
Per Cent of 
Decrease 


Liquiding Value 
Per Share 
12/31/29 12/31/30 


> He 


~~ 


' 


Over 100.9 
Over 100.0 
Over 100.0 
77.6 
ye 
64.9 
58.7 
57.0 
56.4 
54.7 
52.5 
52.4 
45.5 
43.9 
: 41.4 
8.35 41.3 
28.60 38.2 
13.46 37.1 
14.68 36.5 
10.04 36.4 
5.22 34.9 
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Incorporated Investors 
Massachusetts Investors 


Mohawk Investment Corporation 
General Capital Corporation 

Devonshire Investing Corporation 
State St. Investment Corporation 


Benkers Inv. Tr. of Ameried.. oc... cce0s 


Graymur Corporation 


Vicks Financial Corporation 


Chain Store Stocks, Ine 


Third National Investment Corporation.... 
Yarriers, Ltd 


International 
Lehman Corporation 
(A) 1/10/31; (B 
exactly correct. 


1/1/30, 


(C) 


51.46 34.26 33.4 
43.70 30.81 29.5 
60.00 42.50 29.1 
59.52 43.92 26.2 
46.72 34.52 26.1 
87.00 64.50 25.8 
9.02 6.74 25.3 
45.16 34.20 24.2 
9.68 7.40 23.6 
19.25 14.87 rc Aly 4 
41.27 31.88 22.7 
19.27 14.91 22.6 
91.54 73.81 19.3 


Their letter states these figures are almost 


*All of the figures in this statement were prepared by a source which we 


believe to be reliable. 
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THE OHIO SAVINGS BANK & TRUST CO. 


TOLERBO. OHIO 


We invite correspondence from banks, trust companies and corporations desiring fiduciary or 


financial representation in this city. Prompt and efficient service. based on 
experience and thorough equipment 


Officers 




















I BE, SOI isin cic tcoscsaseosecnneas President R. P. WHITEHEAD.Asst. Sec’y and Asst. Trust Officer 
po er Vice-president JAMES W. ECKENRODE.........-- Assistant Treasurer 
SE i ME ce cacccccecdcsecaes Vice-president ARTHUR W. WEBER.Asst. Sec’y and Asst. Trust Officer 
p>) eS eee rere re Vice-president EMGGR G. POCO. 6..6s0cccsccs Assistant Treasurer 
Rosert C. Dunn..Vice-president and Trust Officer J. RAYMOND MURPHY.......... Assistant Treasurer 
Ee rere ee Vice-president Lewis G. CHRISTMAN.Asst. Sec’y and Asst. Tr. Officer 
CLAUDE A. CAMPBELL.. .. Vice-president and Secretary FERDINAND G. MEIER...Asst. Sec’y and Comptroller 
CHARLES A. FRESE...... Vice-president and Treasurer WE FS. FEMBOM ssc cecccaceced Assistant Secretary 
pe eer cr rec Assistant Secretary MRSS Th. LOGE. 6cccsccsiecccced Assistant Treasurer 
The Farmers Loan & Trust Company has The Neptune Bank and Trust Company has 


been consolidated with the Pioneer National 


been organized and opened for business in 


Bank of Waterloo, Ia., with assets of over Neptune, N. J., with capital funds of $150,- 


four and a half million. 000, 


**OLD TIMERS” OF THE CONTINENTAL ILLINOIS BANK AND TRUST 
COMPANY OF CHICAGO 


Once a year there is a notable gathering at the Continental Illinois Bank and Trust Company 
of Chicago, which has the distinction of being the largest bank in the United States outside 
of New York City. This happy conclave is composed of the socalled “Old Timers,’’ who have 
served the bank and its ancestral components, acquired by merger, for periods ranging upward 
of a quarter of a century. The illustration above represents the “old timers” as guests of 
the Cont:nental lilinois Bank Club on a recent festive occasion. There were over two hundred 
“vraduates” present. The membership numbers 282 and of these 206 are still in active 
service. Harry Jones holds the longest service record of those in actual service. Dominick 
Kocca’s entry into the bank antedates all the rest. The record shows that the 282 members 
account for a grand total of 7,444 years of service. 




















TAX PREVENTION OR RELIEF, TAX REDUCTION AND 
TAX RECOVERY 


SOME PRACTICAL POINTS OF INTEREST TO CORPORATE FIDUCIARIES 


JOSEPH F. McCLOY 
Of the New York Bar 





(EpitTor’s NorTe: 





This article, which is the author's condensation of an address be- 


fore the Trust Functions Conference at the recent American Institute of Banking con- 
vention, treats of the “three R’s” in death taxation, namely, tax relief by prevention, tax 


reduction and tax recovery. 
the conservation of estates and in the 
burdensome death taxes.) 


UESTIONS regarding death taxes 

are among the most important of 

the many that engage the attention 

of the corporate fiduciary. Correct 
determinations accrue to the advantage of cli- 
ents and beneficiaries as well as to the pres- 
tige of the fiduciary. For, after all, the cor 
porate fiduciary is the agency for conserva- 
tion of property and it will be judged ac- 
cording to the efficiency with which it per- 
forms that function. 

First, it must be noted, that the death tax 
is a special tax as distinguished from the 
general property tax; hence, unless the pac- 
ticular disposition of property proposed is 
covered by the statute, there is no tax lia- 
bility. In other words, tax liability depends 
upon the method chosen for disposition of 
the property. The statute may in terms cover 
a particular disposition of property yet be 
contrary to constitutional limitations and 
hence inoperative. By forethought and prop- 
er planning therefore, property may be re- 
lieved in whole or in part of this special tax. 
If it may not be wholly relieved, its inci- 
dence may be shifted so that some interests 
are relieved at the expense of others. 

Secondly, the death tax is not on the 
property but rather upon the disposition of 
the net estate. Therefore understanding of 
the process for ascertainment of the net es- 
tate is vital. The net estate depends upon 
just two factors generally speaking, the cor- 
rect valuation of the property in the first 
place and the correct allowance of offsets. 
So that in the process of tax ascertainment 
it is possible to produce tax reduction. The 
tax once paid, there is still hope for repay- 
ment should it be subsequently held that it 
was never properly due and there may be 
tax recovery. 


Mr. McCloy dwells upon 
“avoidance” 





the legal methods available in 
as distinguished from “evasion” of 


Death Taxes Here to Stay 

It is a safe assumption, that death taxes 
are here to stay, both state and federal. In 
the present fiscal situation it is unbelievable 
that either state or nation will consent to 
forego this welcome addition to the revenues, 
Even those states, for instance, Florida and 
Alabama, which heretofore have adopted the 
policy of “hands out of the pockets of the 
shroud” are now succumbing to the prevail- 
ing fashion. The yitality of the death tax 
is due not merely to revenue requirements 


JOSEPH F. McCLoy 
Member of the New York Bar 
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but to certain other considerations attaching 
to this particular kind of tax. As Profes- 
sor Seligman says: 

“It may be asked why democracy should 
favor the inheritance tar. The answer de- 
pends upon the point of view from which 
we regard democratic tendencies. If we 
say, as some believe, that the trend of democ- 
racy is necessarily toward socialism, the 
answer is plain: the inheritance tax is im- 
posed because democracy is jealous of large 
fortunes.” 

The death tax is to a very large extent a 
safety valve, a machine for the redressing of 
obvious inequalities of fortune, or at least 
it is so regarded. There is a certain poetic 
justice in the enactment of an old age pen- 
sion law which gives to every needy person 
seventy years of age or over a dollar a day 
out of the State Treasury, while at the same 
time it replenishes its revenues by the col- 
lection of a large tax from the vast estate of 
a decedent who in his lifetime successfully 
taught millions of contented people how to 
take good soup out of tin cans. 

Other assumptions may be made, namely, 
that the states may very likely lose either 
in whole or part the benefit of the 80 per 
cent credit provision of the Federal law, that 
new measures will be devised to increase the 
productivity of the tax, rates will not be 
decreased, exemptions will not be much fur- 
ther extended, if indeed at all, perhaps may 
be abrogated and most important of all, fi- 
nally, ancillary taxes such as the gift tax 
in some form and what I shall call the set- 
tlement duty, or a combination of both are 
necessary to insure and protect the revenue 
from the death tax and may be adopted in 
time by both states and nation. 


Tax Prevention or Relief 

The ideal death tax law would extract 
revenue equally from every substantial dis- 
position of property whether by will, intes- 
tacy, gift, settlement in trust or otherwise, 
ach being required to yield its due propor- 
tion to the uses of government which per- 
mits them. The ideal death tax law, how- 
ever, has not yet been written. The fact is 
that you can drive a Rolls Royce or even 
less expensive motor cars through any death 
tax law on the statute books today without 
even scraping the paint of either fender. So 
long as it is possible to dispose of property 
without legal obligation to pay taxes such 
dispositions of property may be expected to 
be made. That does not mean, however, that 
the road will be always open for the day 
must inevitably come when those who travel 
thereon must expect to be held up for toll. 
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Writers on this aspect of the subject dis- 
play great ingenuity in the invention of eu- 
phemisms. It would seem for instance that 
“evasion” is wrong avoidance and “avoid- 
ance” is right evasion. Hence it is said that 
taxes may be “avoided” and must not be 
“evaded;” taxes are to be “mitigated” and 
to be “saved.” All of this straining and 
meaningless distinction is perhaps due to the 
fact that there is a certain opprobrium at- 
taching to the epithet “tax dodger” which of 
course is rightly applied only to the tax 
lawbreaker and not to the person who 
chooses to dispose of his property by adopt- 
ing such methods as result in little or no 
tax. Why not then firmly grasp the nettle 
and admit that death taxes may be prevented 
by recourse to certain permissible methods 
of disposition of property not now generally 
covered by the laws. By tax prevention or 
relief therefore just that is meant and noth- 
ing more. 

Of the methods which may be used in fur- 
therance of tax relief in estate conservation 
some are well known but are not always 
advantageous since they involve interfer- 
ence with control or interruption of enjoy- 
ment, and cannot be put in use. Other plans 
which have been worked out by attorneys 
and estate counsellors largely devoting their 
years of practice to this field are in use, but 
are not generally available because they are 
regarded as in the nature of craft secrets. 


Tax Methods in Conserving Estates 


Certain approved plans, while in some 
instances aimed more or less at taxation in- 
cidentally, have for their purpose a larger 
and more compelling motive, namely, the 
general conservation of estates. So far as 
taxation is concerned, the proponents of 
these plans indulge in no finespun theories 
attempting to distinguish between so-called 
“avoidance” and so-called “evasion” of taxa- 
tion. They frankly recognize the fact that 
either a tax is lawfully due, or that a tax 
is not lawfully due. If the plans submitted 
are placed in use, it will be found that, ex- 
cept as otherwise noted, taxes will not be 
due and that is all that is involved in the 
question. In such instances taxes simply 
are not payable. In view of this plain and 
practical position it is not considered that 
any apology is required either for such plans 
in. themselves or for the use of the plans. 
As said by the United States Supreme Court 
in an opinion recently delivered: 

“The fact that it is desired to evade the 
law, as it is called, is immaterial, because 
the very meaning of a ‘line’ in the law is 
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that you intentionally may go as close to it 
as you can if you do not pass it.’—Sup. Oil 
Company vs. Miss., 50 S. Ct. 169. 

From the practical point of view under 
which this subject has been approached here, 
it is not and may not be assumed that any 
moral turpitude is attributable to a choice 
of that method of estate disposition and dis- 
tribution which will place it beyond the 
range of taxation, rather than permitting 
it to follow the usual course and be subject 
to the full blast of taxation. All of such ap- 
proved plans derive their validity and are 
and permissible solely because of 
the fact that ordinarily in the United States 


possible 


anyway the ancillary taxes above referred 
to are not now imposed by law. 
Alternative Taxation 

Only by the enactment of an adequate 


settlement duty supplemented by an equally 
adequate but not indiscriminate gift tax 
will prevention of the death tax be rendered 
practically impossible. Such settlement duty 
und gift tax providing the rates be moderate 
should not be unwelcome to any fair minded 
man. A settlement duty as such would in 
many instances afford a welcome certainty 
of obligation instead of uncertainty and 
probability of protracted and expensive liti- 
gation. The rates should, of course, be much 
more moderate than those applicable to es- 
tates passing by will or intestacy and with- 
out venturing to suggest details to the gov- 
ernmental authorities who have such mat- 
ters so well in charge, it would seem proper 
that the tax be paid either at the time of 
the settlement in trust or otherwise, in full 
or in installments and if deferred until 
death, should perhaps be payable in such 
case at the rates in force at death and _ per- 
haps with penalties. As regards the gift 
tax there is no disposition on the part of 
those who study not only taxes but human- 
ity to see a reimposition of this particular 
tax in the form of the Revenue Act of 1924, 
which was repealed by Congress after the 
rates had been retroactively reduced in ob- 


vious recognition of their injustice. A gift 
tax which should impinge upon every gift 


indiscriminately at rates approximating the 
death duty rates is abhorrent to certaia 
fundamental instincts. 

Codes of ethics which have survived down 
through the Pagan as well as those 
imposed by old and new Testaments, run 
counter to the idea of a prohibitive gift tax. 
Surely it is more blessed to give than to 
receive. Any gift tax measure which might 
be proposed to supplement and safeguard the 
revenue from the death tax must be ap- 


ages, 


proached therefore with the utmost care and 


regard for the natural and generous im- 
pulses of mankind. The rates should be 


equally moderate with the rates imposed by 
the law taxing settlements. Also, the gift 
tax is one that in the nature of things is so 
readily avoidable that the counsel of an 
early Pennsylvanian named Poor Richard, 
“Wide will wear, but tight will tear” might 
well be followed. 

Before leaving this point let me refer to 
an able article on this aspect of the sub- 
ject appearing in Trust COMPANIES Maga- 
zine for February, 1931 and also in the 
American Bar Association Journal for May, 
1931, written by J. J. Robinson, Tax Coun- 
sel for Chicago Title & Trust Company, en- 
titled “Mitigating Taxes in Preparing Wills 
and Trusts.” 

Under this heading, tax prevention or re- 
lief, there is properly to be considered the 
possibility of shifting the incidence of the 
tax, if it may not be prevented, that is to 
say, the interest of one beneficiary may be 
relieved and the burden placed on another. 
Illustrating this in a recent critical analysis 
of the New York Estate Tax Law, Article 
10(c), my co-authors, Messrs. McMaster, 
Brady, and myself, cite the case of the three 
widows, each widow receiving $1,000,000 from 
the estate of her husband. I may say that 
there were three husbands and three widows. 
tax of a certain amount, 
another pays a much greater tax, whereas 
the third widow pays no tax whatsoever 
either state or federal by reason of appro- 
priate provision at the time her husband 
disposed of his property. If three separate 
corporate fiduciaries were acting for the 
three separate estates, I leave it to you to 
determine which of them will be most popu- 
lar when the three widows come to compare 
notes as to tax abilities and liabilities. 


One widow pays 


Tax Reduction 

Under this heading I call attention par- 
ticularly to the procedure and process of as- 
sessment involving the ascertainment of the 
correct tax upon the passing of the prop- 
erty from the dead to the living. The first 
step in this process is correct valuation. For 
detailed consideration of “value” and ‘“‘valu- 
ation’ I take the liberty of referring to our 
treatise forming part of the Commerce Clear- 
ing House Corporation Trust Company In- 
heritance Tax Service. 

There is another aspect of the subject 
which I shall touch on and that is as re- 
gards the date of valuation. We say, as re- 
gards date of valuation— 

“For practical purposes, and with very few 
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exceptions, it may be considered as estab- 
lished principle that property shall be valued 
as of the date of death. The whole theory 
of the tax is that the beneficiaries take at 
the death of the decedent, and since the 
transfer occurs at this time and since it is 
the transfer which is the subject of the 
tax, it follows both in practice and principle 
that this date should determine the date as 
of which the valuation should be made.” 

Since making these observations, however, 
we have run into the extraordinary situation 
following the debacle in values of 1929 and 
we are here confronted with a practical situ- 
ation which alters our theory somewhat as 
regards quoted values as of the date of 
death, strictly. Facts and conditions have a 
habit of knocking the edges off theories. It 
is entirely possible that some estates of dece- 
dents who died immediately prior to the 
catastrophe referred to will have depreciated 
to an extraordinary extent by the time the 
property is ready to come into the hands of 
the living and under these circumstances 
common sense would come to the rescue 
with the command that there must be some 
letup or leeway somewhere if gross injus- 
tice is to be avoided. For a detailed con- 
sideration of this point let me refer to an 
able article by G. A. Donohue appearing in 
the Tax Magazine for February, 1931. 


Formula for Depreciation 
I suggest that there should be a 


formula 
permitted to be applied in all such 
where the depreciation has exceeded say 10 
per cent of the quoted values of the date of 
death. I fix the figure at 10 per cent on the 
theory that ordinarily depreciation should 
not be considered. There is no injustice to 
the revenue in applying such a formula for 
depreciation and at the same time omitting 
it where there is extraordinary appreciation. 
The income tax law is apt to 
appreciation. 

The correct value ascertained the 
next step of course is to appraise the offsets. 
In other words to make due allowance for 
what I call “tare and tret” and in this con- 
nection we say: 

“Under this heading we do not regard 
statutory exemptions, dower, statutory share 
allowance for dependents, 
nity interests, strictly speaking, as deduc- 
tions. What we are mainly concerned with 
here are the offsets commonly classified un- 
der the headings debts, funeral erpenses and 
administration expenses. 

“These deductions must be allowed wheth- 
er the statute provides for their allowance 
or not, if the tar is to be held valid, that is 


cases 


take care of 


once 


ete... or commu- 


to say, inasmuch as the ground upon which 
the death tax is sustained is that it is upon 
the transfer of property. Jt follows that 
only property which is transferred may be 
taxed. It is obvious that debts, funeral ex- 
penses and administration expenses are not 
transferred by will or intestacy to anyone, 
and therefore there is no jurisdiction under 
death acts generally to tax the amounts paid 
under these headings. The laws of the re- 
spective states governing the succession to 
property real and personal must be con- 
sulted for the purpose of learning the order 
of payment. Reason requires that the first 
charge to be met is the funeral expense, in- 
asmuch as THE MAN MUST BE BURIED. The 
expense of administration comes next in or- 
der, inasmuch ads THE ESTATE MUST BE AD- 
MINISTERED before the debts can be ascer- 
tained and paid, and the tax follows. Re- 
gardless of what provisions may appear in 
death tar laws specifying which, if any, of 
the foregoing deductions shall be allowed in 
computing the tax, they must all be allowed 
or the tax will be invalid.” 


Casualty Losses 

In the same treatise speaking of casualty 
losses, We say: 

“Under the federal statute there is allowed 
a deduction on account of losses arising from 
jire, theft, storm or other casualty and not 
compensated for by insurance. The deduc- 
tion is to be sharply distinguished from 
losses resulting fron decrease in value or 
the operations of a business. On principle 
even though there is no statutory provision, 
casualty losses would appear to constitute 
proper deductions if the casualty occurs be- 
fore the property of the decedent is distrib- 
uted.” 

If taxing authorities should find difficulty 
in finding an acceptable formula for the valu- 
ation of property following death at a time 
of exceptional flood tide where it comes into 
the hands of the living at the deflated value 
of the neap tide, we that such ex- 
ceptional destruction of value may well be 
considered as in the nature of a casualty 
not to say calamity and so allowed in ar- 
riving at the net. Certainly if property were 
destroyed entirely to say that it should bear 
a tax would be to say a vain thing. 


suggest 


Tax Recovery 
When the laws of most of the various 
states, to say nothing of the federal provi- 
sions with reference to refunds, are exam- 
ined, the taxpayer may well inquire, “why 
should the government have the right cynic- 
ally to abrogate the decalogue?” The obliga- 
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tion to repay a tax illegally collected rests 
upon the commandments, “Thou shalt not 
steal” and “Thou shalt not covet thy neigh- 
goods.” Unfortunately most govern- 
ments seem to have no conception whatso- 
ever of the taxpayer’s rights when it comes 
to making provisions for repayment of il- 
legally paid taxes. What can the corporate 
fiduciaries of the country be thinking of 
when they fail to make concerted efforts to 
convert the tax collectors to a recognition of 
these commandments? 

If tax avoidance or tax prevention or tax 
relief, or call it what you will, lacked moral 
justification, it would be found supplied in 
the failure of most states to make proper 
provisions for repayment of illegally paid 
taxes. The Federal Estate Tax Act leaves a 
lien lying on property subject to the tax for 
ten years and yet when the payer of illegal 
taxes comes to claim a refund, he finds him- 
self limited by a much shorter period, and 
so with most of the states a tax once paid 
may almost be considered as lost no matter 
what developments may deter- 
mine as to its illegality. After all, it is a 
truism to say that the taxpayers themselves 
are the states and that all citizens pay taxes 
one way or another. The most diligent tax- 
payer who comes promptly forward is very 
apt to be the one worst hurt when subse- 
quent decisions of the court establish the 
illegality of the payment. The dilatory tax- 
payer is favored in such circumstances. 

This is a situation which should be cor- 
rected. No tax illegally paid should be diffi- 
cult of recovery. The tax collecting agen- 
cies should set an example before the tax- 
payer of honesty and fair dealing. In mak- 
ing payment of taxes the taxpayer is at the 
mercy of the principle that strictly speaking 
there is no such thing as a right to refund 
in view of the fact that a sovereign 
may not be sued without its consent, nor 
may collection of taxes be 
enjoined ordinarily. For a state to accept 
a tax without at the time affording 
adequate redress in case it is determined 
that the tax is illegally paid is not taxation 
but robbery. 


bor’s 


subsequent 


state 
assessment or 


same 


New Principle Established in Minnesota Case 


The point I make is illustrated forcefully 
in the matter of inheritance tax statutes 
later declared unconstitutional by the Su- 
preme Court of the United States in the re- 
cent Minnesota case (280 U. 8S. 204) when 
the precedents of a century were overruled 
and a new principle established. Under such 
statutes the estate is helpless and is re- 
quired by duress of law to pay the tax in 
order to obtain the transfer of its property. 
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Later when the Supreme Court sets the stat- 
ute aside the taxpayer finds to his dismay 
that the state has no machinery whatever 
for refunds or that it limits the right to a 
period of only one or two years. This is 
shockingly unjust, and I predict that unless 
the states themselves eventually correct it, 
and voluntarily return money to which they 
have no right, some jurist of a later date 
will declare that a state cannot retain pri- 
vate moneys appropriated to public purpose 
without constitutional warrant, and that 
time itself cannot annul or invalidate the 
Constitution. 


My discussion is directed from the point 
of view of the taxpayer and the corporate 
fiduciaries must keep largely to that point 
of view. This does not mean, however, that 
as citizens we are not interested in the en- 
actment of proper laws for the collection of 
the death tax. Quite the contrary. We 
recognize that there must always be taxes 
for the support of the government. We have 
both practical and theoretical interests in 
the enactment of proper tax laws but our — 
primary duty is to the taxpayer. That law 
best and soundest tax law which is 
the citizen and fair to the govern- 


is the 
just to 
ment. 
I commend to the 
three further R’s by 
Read the present 


corporate fiduciaries 
way of Tax Policy: 
Statutes with the mind 
as well as the eyes so that there may be a 
comprehensive and intelligent understand- 
ing of the entire system. 

Rewrite the present statutes so as to in- 
sure equality, moderation, and fairness of 
taxation, with burdens borne equally by all 
and special privilege to none. 

Remedy administration and procedural de- 
fects by insisting on a simple system readily 
administered and easily understood and af- 
fording not only tax relief and tax reduction 
but tax recovery when refund is justly due. 
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LAWYERS TRUST COMPANY AND LAW-.- 
YERS TITLE AND GUARANTY CO. 


The Lawyers Trust Company and the af- 
filiated Lawyers Title & Guaranty Company 
of New York report combined assets of $57,- 
476,100. The Lawyers Trust Company has 
of $27,931,675, with deposits of $20,- 
565,415; capital, $3,000,000; surplus and un- 
divided profits, $4,256,688, and reserves of 
$109,576. The Lawyers Title & Guaranty 
Company, which has $224,456,724 guaranteed 
first mortgages outstanding, reports assets 
of $29,544,451; capital, $10,000,000; surplus, 
$15,000,000, and undivided profits of $3,338,- 
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WACHOVIA BANK AND TRUST COMPANY ELECTS EXECUTIVES 


The board of directors of the Wachovia 
Bank & Trust Company of Winston-Salem, 
N. C., at its first meeting since the death of 
its late president, Col. F. H. Fries, elected 
Henry F. Shaffner chairman of the board of 
directors and Robert M. Hanes, president. 
The office of chairman of the board was cre- 
ated by the directors at this meeting. 

Henry F. Shaffner has been connected 
with the Wachovia Bank & Trust Company 
since the very beginning of the institution, 
having assisted his uncle, the late Col. F. H. 
Fries, in its organization in 1893. Mr. Shaff- 
ner graduated from the University of Nort 
Carolina in the class of 1SS7. Following this 
he was engaged in business in Salem, N. C., 
for a period of six years, and when the 
original Wachovia Loan & Trust Company 
was opened for business, June 15, 1893, he 
was elected to the position of secretary- 
treasurer. He thus assumed a position of 
leadership in the institution’s affairs from 
the very beginning, a position which he has 
maintained for the past thirty-eight years. 
In 1911 the Wachovia Loan & Trust Com- 
pany was consolidated with the Wachovii 


H. F. SHAFFNER 


Board of Directors, Wachovia Bank and 
Trust Company 


Chairman, 


National Bank and its name was changed to 
the Wachovia Bank & Trust Company. Mr. 
Shaffner became vice-president and _ treas- 
urer, and also a member of the board of 
directors of the consolidated institution. In 
1915 he was elected vice-president and since 
1918 has been the bank’s vice-presi- 
dent. 

In community affairs, Mr. Shaffner has al- 
ways exhibited an active interest. For ten 


senior 


years he was a commissioner of the town of 


Salem and Winston were 
consolidated into municipality he ren- 
dered valuable service as a member of the 
Board of Aldermen. His forebears were the 
original Moravian settlers of the Salem com- 
munity, and he has long been a leader in the 
Moravian Church, having served for many 
years as a member of the Central Board of 
Trustees. He is a director in lead- 
ing business enterprises in North Carolina. 
Robert M. Hanes’ connection with the Wa 
chovia Bank & Trust Company dates from 
December 1919, when following a period of 
distinctive service in the World War, he 
became associated with the Wachovia in the 


Salem, and after 
one 


several 


R. M. HANES 


President, Wachovia Bank and Trust Company, 
Winston-Salem, North Carolina 














TRUST 








1912 Mr 
University of 
North Carolina with honors, and from there 
went to Harvard University where he con- 
tinued his studies in the Graduate School of 


vice-president. In 
from the 


capacity of 
Hanes graduated 


Business Administration. In 1914 he began 
his business career in the city of Winston- 
Salem as secretary-treasurer of the Crystal 
Ice Company. In 1917 he volunteered for 
service in the World War and served with 
distinction in the 118th Field Artillery wit 
the rank of major. From 1919 to 1930 he 
was vice-president of the Wachovia Bank & 
Trust Company, his duties being largely in 
connection with the banking department. At 
the beginning of 1930 his duties were con- 
siderably enlarged and he was elected by the 
directors to the position of administrative 
vice-president. 

Mr. Hanes is widely known in banking 
circles, having for many years been active in 
the North Carolina Bankers Association. He 
has served on numerous association commit- 
tees, many of which he has headed as chair- 


man, and in 1928 was elected third vice- 
president of the association. He served suc- 
cessively as third, second and first vice- 


president, and at the recent annual conven- 
tion was elevated to the position of presiden+ 


of the association. He has always shown 
the keenest interest in civic affairs in Win 
Sston-Salem and Forsyth County. He has 


served as president of the Merchants <As- 


sociation, the Winston-Salem Rotary Club, 
the Twin City Club, the Chamber of Com- 
merce and the Winston-Salem Community 


Chest. For two successive terms he has 
been a representative of Forsyth County in 
the North Carolina General Assembly. He 
is a director in several local business enter- 
prises, 

The board adopted resolutions of respect 
to the late Col. Fries, founder of the insti- 
tution and for thirty-eight years its first and 
only president. 

Twenty-seven of the thirty-four directors 
were in attendance at the meeting and those 
outside of Winston-Salem present included 
Frank Page of Raleigh, Westcott Roberson 
of High Point, Gilbert H. Morris of Ashe 
ville, J. Edward Johnston of Baltimore, J. L. 
Fisher of Salisbury and E. L. Gaither of 
Mocksville. 


Travelers’ checks issued by the American 
Bankers Association may now be purchased 
or cashed at the Postal Telegraph office in 
any city. 

Secretary Andrew W. Mellon of the Treas- 
ury has been awarded the degree of Doctor 
of Laws of Cambridge University. 
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GENERAL STANDARDS IN SELECTING 
BONDS FOR TRUST INVESTMENT 


In an address at the annual convention of 
the American Institute of Banking, Ralph 
IX. Badger, executive vice-president of the 
Union Guardian Trust Company of Detroit, 
discussed the relation of the trust invest- 
ment department to the trust department 
Referring to the general requirements in se- 
lection of bonds for trust investment he said 
in part: “Before any plan for selection is 
put in operation there should be a general 
understanding between the trust investment 
department and the trust committee as to 
the standards that are required in selecting 
approved bonds. Such general standards 
might be set up as regards public utility 
bonds, somewhat as follows: 

“Bonds to be approved should be secured 
by a mortgage covering operating property. 

“There should be a factor of safety on all 
issues up to and including the issue under 
consideration, which, based on book values, 
equals at least 1.75 per cent. 

“Charges for the past year on all issues 
up to and including the issue under consid- 
eration shall be earned at least two times. 
Five year average earnings shall also equal 
at least twice such charges. 

“Combined depreciation and maintenance 
shall equal at least 12 per cent of gross. 

“Revenue from traction operations should 
not exceed 15 per cent of gross. 

“In no case should bonds be approved 
where adequate financial data are not avail- 
able, or where facts regarding depreciation, 
maintenance or other operating situations 
are not fully set forth. 

“The franchises should be favorable, and 
the company should operate in a territory 
with diversified and permanent industries. 
The company, furthermore, should exhibit a 
proper trend of growth. 

“The company should be under compe- 
tent management and should not be subject 
to unfavorable holding company manipula- 
tion. 

“Similar requirements may be set up for 
other types of bonds to assist in making 
selection. For each bond that is selected for 
the approved list it is suggested that the 
statistical division prepare an exhaustive re- 
port setting forth all operating and financial 
data used in making its recommendations. 
Each bond on the approved list should be 
analyzed annually. Should unfavorable situ- 
ations arise in respect to an issue, disquali- 
fying it for the approved list, all holdings 
on trust accounts should be immediately dis- 
posed of.” 
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24 Years of Trust Service in Spokane 


D. W. Twouy, Chairman 
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ArNoLp F. BrunKow 
Associate Trust Officer 


Evan R. SwENEY 
Associate Trust Officer 


The Old National Bank 


WiLui1AM J. Kommers, Trust Officer 


Lyman C. REED 
Associate Trust Officer 


CHARLES F. HAMLIN 
Assistant Trust Officer 
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THE OLD NATIONAL BANK & UNION 
TRUST COMPANY 

Spokane, Wash., is justly proud of its out- 
standing banking organization, The Old Na- 
tional Bank & Union Trust Company of 
which Daniel W. Twohy is the presiding 
genius. This institution commands total 
banking and trust department assets of 
$66,000,000. The banking resources amount 
to $26,878,000 with deposits of $23,284,000. 
Invested capital amounts to $2,034,161. The 
trust department has stewardship of $39,- 
579,675 trust and estate funds. Chairman 
Twohy’s chief lieutenants are President Wil- 
liam D. Vineent; vice-president and trust 
officer, William J. Kommers; advisory vice- 
presidents: W. J. C. Wakefield and Thomas 


J. Humbird and executive vice-presidents: 
William J. Smithson, Orrin K. Moody, Joseph 
W. Bradley and Lyman C. Reed. Aiding Mr. 


Kommers in the trust department are: Ar- 
nold F. Brunkow, Lyman C. Reed and Elan 
R. Sweeney, associate trust officers and 
Charles F. Hamlin, assistant trust officer. 
The Tracy Loan & Trust Company of Salt 
Lake City, Utah, reports resources of $12,- 


984,000 with loans and discounts of $12,229,- 
000. 
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POLICY OF THE FIDELITY TRUST 
COMPANY 
The Fidelity Trust Company of Pittsburgh 
organized forty-five years ago to give 
special attention to the administration of 
estates and execution of trusts. How well 
the company adhered to this purpose is 
evidenced by accumulation of trust 
and the reputation which it has 
gained as a corporate fiduciary. The trust 
department has now under management a 
total of $218,747,000 in trust funds, includ- 
ing among such 091,216 in stocks 
and bonds; mortgages, $67,587,000; real es- 
tates, $21,580,0u0 and cash balance of $5,- 
OS7,000. As trustee under corporate mort- 
gages the company handles trusts having par 
value of $72,600,000. The banking depart- 
ment of the Fidelity has likewise experienced 


was 


has 
its large 
business 


assets $122 


constant progress with resources of $30,007,- 
000; deposits, $18,489,000 ; capital, $2,000,000; 


surplus, $7,000,000, 
$1,862,091. 


and undivided profits of 


The Federal Trust Company of Newark, 
N. J., has resources of $55,240,300; deposits, 
$41,591,000; capital, surplus and undivided 
profits of $8,975,450. 
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Leqal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY 








[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


PAYMENT OF LEGACIES 
(A debt of a legatee to a testator, 
though barred by the statute of limita- 
tions, is deductible from the legacy.) 


Where a will contains a legacy to a 
son who is indebted to the testator, the debt 
is deductible from the amount of the legacy. 
In certain jurisdictions this conclusion is 
predicated upon the role of doctrine of re- 
tainer, in others an advancement, in others 
a set-off or assets in the hands of the dis- 
tributee. There is a further justification in 
that the representative has an equitable lien 
on the share of the distributee until the lat- 
ter discharges the obligation which he owes 
the estate. 

One line of authority rests on the theory 
that the indebtedness of a distributee of the 
estate should be regarded as assets of the 
estate already in his hands, and that his 
legacy or share is to that extent satisfied. It 
is contended in such cases that it would be 
inequitable to allow the distributee 
to obtain his full share of an estate while 
he is withholding that portion that is already 
in his hands. The distributee cannot be en- 
titled to be awarded and receive his share 
as long as he is a debtor of the estate and 
thereby has in his own hands a portion of 
the fund upon which the payment of his own 


per- 


grossly 


share and the share of others depend. To 
permit him to hold such advantage would 
serve to diminish the fund and result pos- 


sibly to the prejudice of others. If he could 
receive his share and at the same time re- 
tain that portion of the funds in his hands 
out of which his share ought to be paid, it 
might result in his receiving a proportion- 
ately larger amount than other equally en- 
titled distributees. The statute of limitations 
is really one of respose, and only a bar to 
the remedy and not to the debt itself, simply 
leaving it unpaid without any legal remedy 
on the part of the creditor to enforce its 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


payment by suit, in the event that the debtor 
relies on the statute of limitations as a 
defense. Having the fund upon which the 
debt is a charge, there is no need of resort- 
ing to any remedy to enforce payment. The 
debtor is still under obligation to pay his 
debt although a recovery thereon under the 
law may be barred by the lapse of time.— 
In re Lindmeyer’s Estate, Supreme Court’ 
of Minnesota, February 27, 1957. 





PAYMENT OF DEBTS 
(A will provision directing payment of 
testator’s debts negatives presumption 
that a legacy to a creditor was in satis- 
faction of a debt.) 
claim for 
deceased 


legatee filed a 
testator and his 
wife during their lifetimes. The will con- 
tained a clause directing payment of the 
testator’s debts. The executor contended that 
the legacy provided for the claimant in the 
will was in satisfaction of the debt. 

In holding that the direction to pay the 
testator’s debts negatived the idea that the 
bequest was intended by the testator to be 
payment or part payment to the creditor (the 
legacy was smaller in amount than that 
claimed as a debt, the court said in part): 

“Where, as in this case, the amount of the 
debt sued on is unliquidated, or is an open 
and running account, a bequest to such cred- 
itor will not be presumed to be a satisfaction 
of the debt or any part thereof. This is 
particularly true where the amount of the 
legacy is less than the amount due the lega- 
tee from the testator. If there is a direction 
in the will, as in the instant case, that all 
of the debts of the testator be paid, this di- 
rection will negative the idea that the be- 
quest was intended by the testator to be pay- 
ment or a part payment of the creditor.’— 
Allen vs. Etter, Indiana Appellate Court, 
March 12, 1931. 


In this case a 
services to the 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period ot years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


Te FIFTH THIRD UNION [RUST <o 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


INCORPORATION OF EXTRINSIC DOCUMENTS 
(An attempted bequest by leaving a 
check in the amount of the intended leg- 
acy is invalid as an attempt to incor- 
porate extrinsic documents in a will.) 

Here the testator in his will specifically 
provided that any checks issued by him and 
outstanding at his death be treated as valid 
claims against his estate. After the execu- 
tion of the will he issued a number of checks 
to various individuals, in most cases without 
consideration. 

The court held that the checks did not 
constitute gifts inter vivos or causa mortis 
because a check does not constitute a trans- 
fer of property until presented at the bank 
and paid. It was further held that the pro- 
vision in the will was an attempt to incor- 
porate the checks by reference in the will 
and was invalid since the checks did noé 
come into existence until after the will was 
executed. Incorporation of an_ extrinsic 
document in a will by reference is valid only 
if the document is shown to have been in 
existence at the time when the will was 
made and is shown by satisfactory and con- 
clusive evidence to be the same paper which 
the testator by his words of reference de- 
signed to indicate.—Matter of Gibbons, Sur- 
rogate’s Court, St. Lawrence County, N. Y., 
April 1, 1931. 


REVOCATION OF WILLS 
(Probate will not be refused to a will 
where the evidence of revocation by ez- 
ecution of a later instrument is not clear, 
cogent and satisfactory.) 

The contestant claimed that the will of- 
fered for probate had been revoked by the 
execution of a subsequent will and offered 
testimony to sustain such contention. The 
trial court directed a verdict admitting the 


will to probate and the contestant appeals. 
The question was whether the evidence was 
sufficient to establish the revocation of the 
will offered for probate. 

The appellant attempted to comply with 
the provisions of the statute as interpreted 
by this court. He offered proof tending to 
show the revocation of the will offered for 
probate by the execution of a subsequent 
will which contained a clause of revocation. 
He contended that the evidence offered upon 
this question was sufficient to carry the case 
to the jury and that the court erred in direct- 
ing a verdict. He did not bring forward the 
subsequent will and demand probate thereof, 
contending that the instrument could not be 
found. 

The only witness who attempted to testify 
to the execution of the subsequent will con- 
taining the clause of revocation was so in- 
definite and uncertain in her testimony that 
it must be said, as a matter of law, that the 
proof was not of that clear, satisfactory, and 
convincing character that is required to es- 
tablish the execution of a solemn instrument 
of revocation. The witness was very uncer- 
tain and indefinite as to when the alleged 
second will was made. She made no pretense 
of knowing the contents of the will except in 
the most indefinite and uncertain manner. 
She could not name the attesting witnesses 
so that they can be identified or produced. 


Accordingly it was held that a will, duly 
executed in proper form, is too sacred and 
solemn an instrument to be annuled by a 
claimed revocation, except upon very clear, 
cogent, satisfactory and convincing evidence. 
The evidence in the instant case fell so far 
short of meeting the requirements of the 
law that the court did not err in directing 
a verdict in behalf of the appellee.—Allen vs. 
Rutledge, Supreme Ct. Iowa. 
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DECISION OF COURT OF APPEALS OF NEW YORK REVERSING THE 
PRIOR DECISION IN THE CLARK CASE SURCHARGING 
A CORPORATE TRUSTEE 


ORPORATE fiduciaries will be par- 

ticularly interested in the decision of 

the Court of Appeals of New York, 
the highest court of the state, reversing the 
well-known decision of the Surrogate of 
Westchester County, New York, surcharging 
au corporate trustee for retaining speculative 
securities in the face of a broad grant of 
power to do so under the will. The text of 
the decision is as follows: 
Appeals—Subject 
The will of 


Opinion of Court of 
to revision. KELLOGG, J.: 
Frederick H. Clark, who died in_ the 
year 1920, provided for the transfer of 
1/2Tths of his residuary estate to the Fulton 
Trust Company of New York, to be held in 
trust for the benefit of his daughter Eliza- 
beth C. McCormack during life, one-half of 
the principal thereof to be paid over to her 
when arrived at the age of thirty-five 
vears, and the other half to be paid over to 
her children upon her death. Pursuant to 
a decree, settling the executors’ accounts, 
made in Surrogate’s Court on March 14, 
1923, the executors delivered to the Fulton 
Trust Company and securities repre- 
senting 4/27ths of the residuary estate, to 
be administered by it in execution of the 
trust. Among the securities turned over were 
248 shares of the common stock of the 
Cuban American Sugar Company of the par 
value of $10 a share, and 296 shares of the 
common Guantanamo Sugar Com- 
pany of no par value. These stocks had orig- 
inally been held by Frederick H. Clark, the 
testator. They had been retained by the 
executors of his will and were distributed 
by the trustee under a testamentary provi- 
sion reading as follows: “I hereby authorize 
and empower my executors and trustees to 
continue all the investment of money in the 
securities made by me and which shall come 
into their possession and control at my de- 
cease, without any personal liability for so 
doing, and in making division of my estate 
among the legatees and devisees as provided 
in this my will, I authorize my executors 
and trustees to divide the securities as far 
as practicable, giving to each legatee the 
same proportion of each security, and not to 
require any one legatee to take his or her 
share in whole from any kind or class of 
securities.’ In the executors’ accounting, 


she 


eash 


stock of 


the Cuban American stock had been valued 
at $22 per share; the Guantanamo stock at 
$12.25. In this accounting of the trustee, in- 
stituted by Elizabeth McCormack on her ar- 
rival at the age of thirty-five years, the 
Cuban has been valued at $7; the 
Guantanamo at The surrogate has de- 
termined that the trustee should have sold 
the Cuban stock in the month of September, 
1927, when its value was $20 per share; and 
the Guantanamo in September, 1928, when 
its value was $5 per share. These valuations 
were based exclusively on current prices on 
the New York Stock Exchange. Having s0 
found, the Surrogate surcharged the ae- 
counts of the trustee with a loss of $16,224 
on the Cuban American stock, and a loss of * 
$1,882 on the Guantanamo Sugar Company 


stock 
50e. 


ete 
stock. 

It has been stated that “there appertains 
to the relation of trustee and cestui que 
trust, a duty to be faithful, to be diligent, to 
be prudent in an administration entrusted to 
the former, in confidence in his fidelity, dili- 
gence and prudence ;” that “the just and true 
rule is that the trustee is bound to employ 
such diligence and such prudence in the 
care and management, as in general, pru- 
dent men of discretion and intelligence in 
such matters, employ in their own like af- 
fairs.” (King vs. Talbot, 40 N. Y. 76, 83.) 
The statement has been frequently reaf- 
firmed. (McCabe vs. Fowler, 84 N. Y. 3814, 
318; In the Matter of Weston, 91 N. Y. 502- 
d11; Costello vs. Costello, 209 N. Y. 252, 
261.) In determining whether the acts of 
a trustee have been prudent, within the 
meaning of the rule, we must “look at the 
facts as they exist at the time of their occur- 
rence, not aided or enlightened by those 
which subsequently take place;”’ (per Peck- 
ham J. in Purdy vs. Lynch, 145 N. Y. 462, 
475;) for it is an obvious truth that “a wis- 
dom developed after an event and having it 
and its consequences as a source is a stand- 
ard no man should be judged by;” (per Col- 
lin, Jr., in Costello vs. Costello, supra;) and 
it is impossible to say that trustees are 
wanting in sound discretion “simply be- 
cause their judgment turned out wrong;” 
(per Holmes, J. in Green vs. Crapo, 181 
Mass. We must distinguish also be- 
tween the acts of trustees in making in- 
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vestment of trust funds, and their acts in 
making, or failing to make, prompt disposi- 
tion of securities received from the hands 
of the creator of the trust. (In the Matter 
of Weston, supra; Jones vs. Jones, 2 N. Y. 
Supp. 844; Matter of Mercantile Trust, 156 
A. D. 224; In re. Chapman, 1896, 2 Ch. 763.) 
Self-evidently the purchase of a speculative 
stock by a trustee is one thing; the retention 
of such a stock awaiting the arrival of a 
favorable opportunity to sell, is quite an- 
other; the former would constitute negli- 
gence; the latter, regarded prospectively, 
might be prudent, although in retrospect it 
may seem to have been a grievous error. 
Furthermore, the distinction between negli- 
gence and mere error of judgment must be 
borne in mind. “Trustees acting honestly, 
with ordinary prudence and within the limits 
of their trust, are not liable for mere errors 
of judgment;” (per Lindley, J., in Jn Re 
Chapman, supra, at p. T76;) a trustee should 
not be held liable “for unfortunate results 
which he could not be expected to forsee and 
was powerless to prevent;” (Ormiston vs. 
Olcott, 84 N. Y. 339, at p. 347.) 

The testator empowered his executors and 
trustees “to continue all the investment of 
money in the securities made by me and 
which shall come into their possession an‘ 
control at my decease, without any personai 
liability for so doing.” The very fact that 
the trustees, as well as the executors were 
so authorized, indicates that the testator con- 
templated that the securities left by him 
might be held over an extended period. 
Although, at the time of the executors’ ac- 
counting, the sugar stocks had been retained 
by the executors for three years, the surro- 
gate absolved them of blame for not making 
disposal thereof, and directed that the stocks 
be turned over in kind to the trustee of the 
various trusts created by the will. The sur- 
rogate then expressed his opinion as to the 
wishes of the testator in regard to the stocks 
that “it was his desire that they should be 
kept at all hazards.” If such were his de- 
sire, equally was it his wish that they should 
be kept “without any personal liability for 
so doing.” The testator had an absolute 
right to provide that his trustee should not 
be liable for losses accruing from the reten- 
tion of the securities, although it may have 
been imprudent so to retain them. (Crabb 
ws. Young, 92 N. Y. 56, 65.) In that case the 
testator had provided that his trustees shoultd 
not be liable for losses except those arising 
“from their own willful default, misconduct 
or neglect.” The court said: “It is quite 
clear that they cannot be held liable to re- 
place the moneys lost through even an im- 


provident or careless investment, unless they 
have acted wilfully and have intentionally 
disregarded the rules which control and 
regulate the action of prudent and careful 
men in conducting their own business af- 
fairs.” Our will does not go quite so far as 
the will quoted, but at least there must be 
evidence of lack of reasonable care. 

“There is no rule of law which compels the 
court to hold that an honest trustee is liable 
to make good sustained by retaining 
an authorized security in a falling market, 
if he did so honestly and prudently, in the 
belief that it was the best course to take in 
the interest of all parties.” (Per Lopes, J., 
in In Re Chapman, supra, at p. 776.) It 
cannot be said that the trustee was negli- 
gent in the sense that it was inattentive to 
its duty, or ignored the question whether a 
sale of the stocks was advisable or otherwise. 
The securities of the trust were examined 
and considered by a committee of the trus- 
directors at least once in every six 
months. This committee was composed of 
distinguished financiers, members of the New 
York Stock Exchange, lawyers and others of 
note in business circles. It was their judg- 
ment that the stock should not be sold. They 
consulted Henry Clark, a brother of the tes- 
tator, and First Vice-president of the Cuban 
American Sugar Company, and it was his 
advice, given as late as 1928, not to sell. 
They consulted Horace O. Havemeyer and 
William O. Havemevyer, well-known figures 
in the sugar trade, and received the same ad- 
vice. True, the trustee, in a written state- 
ment sent to the beneficiaries of various 
trusts under the will which it administered, 
entitled “Review of Trust Investments’, and 
dated June Ist, 1928, reported that the Cuban 
and Guantanamo were “unsuitable 
for long term holdings, as trust investments”. 
Yet none of these beneficiaries, including 
the petitioner, Mrs. Clark the testator’s 
widow, Mrs. Quencer, or Mrs. Ross, all then 
of full age, ever requested that a sale be 
made. Moreover, each of these women, in 
satisfaction of absolute gifts under the terms 
of the will, had received many shares of 
stocks in the same sugar companies. Al- 
though complaining that the trustee of this 
particular trust had not made a sale, not 
one of them, until the date of the accounting, 
had disposed of their own stocks. Doubtless, 
the securities were not suitable to long term 
holdings. But when to sell? “Stocks of 
variable value ought not to be timidly and 
hastily sacrificed, nor unwisely and impru- 
dently held.” (Per Finch, J., in Jn the 
Matter of Weston, supra, at p. 511.) The 


loss 


tee’s 


stocks 


(Continued on page 101) 
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REPRESENTATION 
IN CHICAGO 


JULIEN H. HILL ELECTED PRESIDENT 
VIRGINIA STATE CHAMBER OF 
COMMERCE 
Active direction of the constructive pro- 
gram of the Virginia State Chamber of 
Commerce is assured by the recent election 
of Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 
mond, as president. Mr. Hill has been con- 
nected with the State Chamber since its es- 
tablishment in 1924. The program for the 
ensuing year comprehends development of 
Hampton Roads as a world port, improved 
utilization of natural resources, advancement 
of agriculture and numerous other move- 

ments, 


JULIEN H. HILu 
President, State-Planters Bank and Trust Company of 
Richmond, Virginia 
Mr. Hill has had an unusually successful 
banking career. He started as a clerk in 
the old State Bank of Virginia in 1898. From 
bank clerk he has risen to the presidency 
of the largest state bank in Virginia, repre- 
senting the merger in 1926 of the State and 
City Bank & Trust Company and the old 
Planters National Bank under the present 
name of the State-Planters Bank & Trust 
Company, with a banking history dating back 
to 1865. This institution now has resources 
of over $41,000,000, with deposits of $35,690,- 
943; capital, $2,500,000; surplus fund, §$1,- 
500,000; undivided profits, $989,506 and re- 
serve for contingencies, $298,069. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


? 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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HAWAIIAN PINEAPPLE FIELD 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 


Capital, Surplus and Undivided Profits, $3.600,799.99 


Approximate Value of Real and Personal Property Under 
Our Control and Management, $75,000,000.00 


We do not transact a Banking Business 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 


GAINS BY HOME LIFE INSURANCE 
COMPANY 

The regular periodic examination of the 
Home Life Insurance Company of New York 
has been concluded by the New York Insur- 
Department Examiner and the report 
filed with George S. Van Schaick, Superinten- 
dent of Insurance. The report concludes 
with a summary that a substantial gain in 
insurance in force has been made during 
the past four years, a good rate of return on 
investments has been maintained, and that 
the company is in a strong financial position. 

The report brings out the fact that the 
investment trend in vecent years in the Home 
Life has been toward mortgage loans, chiefly 
guaranteed, the noldings in this field having 
nearly doubled in five years. The average 
interest rate earned on all mortgage loans in 
1930 was 5.71 per cent. There was only one 
foreclosure in the four years under examina- 
tion, that being on an apartment house in 
the west valued at $24,000, with a mortgage 
of $12,000. This is the only property owned 
by the company, other than the Home Office 


ance 


building, and there is only one mortgage, a 


loan of $4,000 in process of foreclosure. The 
overdue interest of $51.35 on this loan was 
the only overdue interest on record. 


COMMERCE TRUST COMPANY OF 
KANSAS CITY 

The Commerce Trust Company of Kansas 
City, Mo., maintains a position of strength 
and liquidity. The latest financial statement 
shows total resources of $111,756,827 with 
cash, due from banks, U. S. Government se- 
curities, bankers’ acceptances and eall and 
demand loans of $59,519,055; state and mu- 
nicipal and other securities, $18,246,844; 
loans and discounts, $29,730,510. Deposits 
amount to $101,872,000. Capital is $6,000,- 
000; surplus, $2,000,000, and undivided prof- 
its, $1,482,033. 


Chandler Hovey, a partner in the firm of 
Kidder, Peabody & Company, has been elected 
a director of the National Shawmut Bank 
of Boston. 





TRUST 


ELECTED VICE-PRESIDENT OF THE FIRST 
NATIONAL BANK AND TRUST COMPANY 
OF BRIDGEPORT, CONN. 

President Edmund 8S. Wolfe of the First 
National Bank & Trust Company of Bridge- 
port. Conn., announces the election of Lewis 
A. Shea as a vice-president of the bank, as- 
suming his new duties July 1st. Mr. Shea 
relinquishes the position of national bank 
examiner, associated with the New York Fed- 
eral Reserve District and will be a valuable 
addition to the management of the bank. 

The First National Bank & Trust Company 
is the outstanding banking organization in 
Bridgeport and has contributed notably to 
the financial and industrial growth of that 
city. The president, Edmund S. Wolfe, who 
is also chairman of the board, was elected 
president of the National Bank Division of 
the American Bankers Association at the last 
annual convention. The First National has 
capital, surplus and undivided profits of 
over $3.200,000 and over $22,000,- 
O00, 

The executive officers of the bank, associ- 
ated with Mr. Wolfe and to whom will be 
added the newly elected vice-president, Lewis 
A. Shea, are as follows: Louis B. Powe, 
first vice-president; Sumner Simpson and 
Walter B. Lashar, vice-presidents; R. A. 
Beers, vice-president and cashier; F. T. Sta- 
ples, vice-president and trust officer. 


resources 


Lewis A. SHEA 


Elected Vice-president of the First National Bank & 
Trust Company of Bridgeport, Conn. 


COMPANIES 


Complete Trust Department 


Title Insurance 
Escrows 


We solicit your 
referred business. 


Capital and Surplus 
over $700,000.00 


Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
OREGON 








OUTLOOK FOR THE BANK STOCK 
MARKET 

Stocks of banks and trust companies are 
now on an average selling at approximately 
one-third of their 1929 peak value and a lit- 
tle less than half of their 1930 high. Com- 
menting upon the outlook of the market for 
bank stocks, Moody’s investment letter has 
the following: 

“There appears to be greater justification 
now for the discriminate purchase of bank 
stocks than there has been for some time, but 
the immediate outlook still remains suffi- 
ciently uncertain to justify an attitude of 
caution and conservatism. We always dis- 
courage speculation in bank stocks, due to 
the wide market fluctuations, the sizeable 
spread between the bid and asked quotations 
and the comparative ease with which these 
stocks move in either direction. We would 
certainly not advance the opinion that bank 
stocks will not sell lower before the current 
depression and broad decline in the security 
markets has run its course. In fact, we 
think it entirely possible that they might, 
although technical recoveries from time to 
time, particularly after such a _ protracted 
decline as has been experienced, might rea- 
sonably be expected.” 
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ADDITION TO MAIN OFFICE BUILDING OF THE BANKERS TRUST 
COMPANY OF NEW YORK 


In rather striking contrast to the unecer- 
tainty and atmosphere of “marking time” 
which has prevailed in Wall street during the 
past year and a half, is the practically cease- 
less activity in new trust company and bank 
construction. It testifies to the faith of finan- 
cial and banking leaders in the future of the 
country and assurance of constant growth. 
The last few years witnessed the completion 


. 
t 


, 
We 


" 
Fi TE We an re 
iT 


of the new home of the Bank of America, 
N. A., and directly across on William, and 
Wall of the Bank of New York & Trust Com- 
pany with their attractive Colonial designs. 
Then, there came the completion in record 
time of the massive Bank of Manhattan 
Trust Company Building. Only a few months 
ago and a block down on William from Wall, 
there was the formal opening of the new 


ADDITION TO PRESENT HOME OF THE BANKERS TRUST COMPANY OF NEw YoRK SHOWING 
ELEVATIONS ON WALL AND NASSAU STREETS 





TRUST COMPANIES 89 


home of the City Bank Farmers Trust Com- 
pany. More recently there was formally 
opened the stately new home of the Irving 
Trust Company at the head of Wall street. 

Within a short time there will again be 
heard the strident song of the riveters as 
soon as the demolition of the buildings ad- 
joining the Bankers Trust Company Build- 
ing, on Wall, Pine and Nassau streets, has 
been completed and the foundations laid for 
the big new addition to the present home of 
the Bankers Trust Company. With the ex- 
ception of the old building of the First Na- 
tional Bank at Wall and Broadway and an 
adjoining structure, and one or two struc- 
tures between Broadway and Nassau, the 
entire contour of Wall street now presents 
an array of modern buildings. The only 
breaks in the high skyline are low build- 
ings of J. P. Morgan & Company and the 
former Sub-Treasury building on the oppo- 
site corner with the adjacent Office 
building. 

The additions to the Bankers Trust Com- 
pany building will be in harmony with the 
home office building on the northwest corner 
of Wall and Nassau. The familiar pyramid 
which crowns the Bankers Trust Company 
home and popularly known as “A Tower of 
Strength” will not be dwarfed or hidden from 
view. The addition on Wall street will be 
of the set-back construction type and this, 
as well as the addition on the site of the old 
Hanover National Bank building, will rise 
to a height of twenty-five stories and flush 
with the base of the pyramid tower pillars. 
The new structure and floors will be coordi- 
nated and also correspond with the main office 
building, giving every appearance of a com- 
pact structure, covering an area of about 
three-quarters of an acre with frontage on 
Wall street, embracing the entire block 
frontage from Wall to Pine street and ex- 
tending to 7 and 9 Pine street. The work of 
demolishing the old Hanover Bank building 
is not an easy job, because of the solidity of 
the bank building which was one of the dom- 
inant skyscrapers of the Wall street building 
at the time of its completion. 

The new additions to the 
building will be faced with limestone and 
windows flush to the outer wall. The de- 
sign will be one of simplicity and accord with 
the main office. There will be no attempt 
at establishing a new record for speed in con- 
struction and the contracts call for comple- 
tion in about two years. It is quite possible 
that the additions will be formally opened 
to mark the thirtieth anniversary of the 
Bankers Trust Company, which began busi- 
ness on March 30, 1903 at 148 Liberty street. 


Assay 


Bankers Trust 


The company soon outgrew the original 
quarters and moved to 7 Wall street which 
also proved too small to accommodate the 
rapid growth. On May 18, 1912, the com- 
pany moved in its present building where 
Wall, Broad and Nassau streets meet. 

Perhaps no other trust company in the 
country has experienced such rapid growth 
as the Bankers Trust Company, starting with 
a capital of $1,000,000 and reporting on June 
80th of this year capital of $25,000,000, sur- 
plus and undivided profits, $87,792,422; ag- 
gregate resources, $840,555,062, and deposits 
of $637,390,276. Far more imposing than the 
banking totals is the great volume of individ- 
ual and corporate trust business which the 
company administers. Besides the branch 
offices in New York City there are offices in 
London and Paris and a system of corre- 
spondent connections extending throughout 
the world. 

The Bankers Trust Company of New York 
has an unbroken record of dividend pay- 
ments since 1904 and has distributed to 
stockholders during that period more than 
$80,000,000. The company began business in 
1903 with capital of $1,000,000 and $500,000 
surplus. The capital has been increased at 
various stages to the present figure of $25,- 
000,000. Surplus and undivided profits have 
increased from $557,000 at the close of 1903 
to aggregate of $87,792,422 reported on 
June 30th last. The dividend payments be- 
gan at 6 per cent and were successively in- 
creased to the present annual rate of 30 
per cent. 


APPOINTED TRUST OFFICER OF TITLE 
GUARANTEE & TRUST COMPANY 


The board of trustees of the Title Guar- 
antee & Trust Company of New York, at 


the last meeting, elected Ralph C. Taylor, 
as trust officer, succeeding the late Francis 
F. Thomassen, who had held that office since 
1919. For the past five years Mr. Taylor 
has managed the litigation and legal depart- 
ment of the company and is exceptionally 
qualified by experience to conduct the trust 
department on progressive lines. 

The June 30th financial statement of the 
Title Guarantee & Trust Con.pany shows 
total resources of $82,189,202; deposits, $45,- 
398,919; capital, $10,000,000; surplus, $20,- 
000,000; undivided profits, $4,860,844 and a 
reserve for taxes, expenses and contingencies 
amounting to $1,496,908. 

George M. Moffet, president of the Corn 
Products Refining Company, has been elected 
a trustee and a member of the finance com- 
mittee of the Title Guarantee and Trust 
Company of New York. 
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SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description —Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,121,000 Surplus and Profits, $1,966,120.45 


OFFICERS 
JOHN S, ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
| WILLARD SPRINGER, View Presid 
‘ z . ice-PTesident 
Market at Sixth HARRY J. ELLISON. Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 





HOME-MADE RECIPE FOR THE cent hot a sheep. On many farms there are 
FARMER’S PROBLEM no vegetable gardens and almost every ar- 
Better than all political formulas, subsidies ticle of food is purchased at the store. Says 
and other nostrums advanced for the relief Mr. Traylor apropos of such facts: 
of the farmer and the improvement of the “Pigs and chickens and cows are worth 
agricultural situation is the somewhat sim- more to the individual farmer than all the 
ple, but logical recipe advaneed by Melvin government relief programs that may _ pos- 
A. Traylor, president of the First National = sibly be conceived. Once a farmer lives at 
Bank of Chicago—himself brought up on a home, then I believe that whatever kind of 
farm—submitted in the course of a recent money crop he may produce, whether it be 
address. Mr. Traylor showed that on ap- large or small, the price high or low, his ma- 
proximately 20 per cent of the farms in the jor difficulty will be solved and his margin 
United States there is not a single milch of income for the necessities and luxuries 
cow nor a chicken; that on more than 30 he so much deserves will be greatly in- 
per cent there is not a hog and on 90 per creased.” 


Guarding the health of 
, Philadelphia’s 
erOWwing 


millon 


Wien 
4M), hy 


7 
/ V pul 
Cal, It; 
Pe "ON 


LIN "FRUST CO’ 
\ w 


ZL 


’ 


FRANKLIN TRUST COMPANY OF PHILADELPHIA FEATURES LEADING LOCAL INDUSTRIES AND 
ENTERPRISFS IN ITS ADVERTISING 
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BANKS AND TRUST COMPANIES TO AID 
IN RAILROAD SITUATION 


Representatives of banking and trust com- 
pany interests have joined with groups, in- 
cluding savings banks, insurance companies 
and others, to support railroads in their re- 
quest to the Interstate Commerce Commis- 
sion for an increase of 15 per cent in freight 
rates, to maintain the financial credit of the 
carriers. Trust companies and banks as well 
as Savings banks have a particular interest 
in the appeal in order to prevent standard 
railroad securities from their 
status as investments. 

Following are the representatives of banks 
and trust companies of the Security Hold- 
ers’ Committee in the Railroad Emergency, 
recently formed at a meeting at the Bankers 
Club in New York: 

H. F. Wilson, Jr., 
Trust Company. 

John C, Traphagen, president, 
New York & Trust Company. 

F. J. Fuller, vice-president, Central Han- 
over Bank & Trust Company. 

Reeve Schley, 
tional Bank. 

sarrett Montfort, vice-president, Chemica] 
Bank & Trust Company. 

Gilbert E. Woods, president, Citizens Sav: 
ings Bank & Trust Company, St. Johnsbury 
Vt. 

Lindsay Bradford, vice - president, 
Bank-Farmers Trust Company. 

Merrel P. Calloway, vice-president, Guar: 
anty Trust Company. 

Raymond M. Ball, president, Lincoln-Al- 
liance Bank & Trust Company, Rochester. 

Sidney W. Noyes, vice-president, New York 
Trust Company. 

a A. president, 
burgh Trust Company. 

J. J. Nelligan, president, 
Trust Company, Baltimore. 

Frank W. Blair, chairman, 
ian Trust Company, Detroit. 

J. P. Harris, vice-president, Union 
Company, Cleveland. 

A. S. Keller, vice-president, United States 
Trust Company. 

Included in the statement made by the Se- 
curity Holders’ Committee is the following: 
“Tt is believed by the committee that this 
present situation is not only extremely seri- 
ous from the point of view of investors, but, 
as affecting the willingness and ability of 
these investors to buy further amounts of 
railroad securities, it has a direct effect on 
the credit of the railroads and the ability 
of the railroads to raise new money and pur- 
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PEOPLES-PITTSBURGH 
TRUST COMPANY 
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sue a normal policy of maintenance and im- 
provements. 

“The 
securities 
nor to 


and the decline in 
has not been confined to stocks 
what is known as the ordinary 
‘business man’s investment’ bonds, but has 
extended into the class of securities which 
are legal for fiduciary investment. The trust 
and individual fiduciaries hold 
hundreds of millions in railroad securities 
for the benefit of widows, children and others 
who are dependent solely on invest- 
ments for their support.” 


of credit 
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A. A, O'Neill, Jr.. auditor of the Bank of 
Manhattan Trust Comp:ny has been elected 
president of the New York City Comptrollers 
and Auditors Conference. 

Thomas A. Marlow has been elected presi- 
dent of the First National Bank and Trust 
Company of Helena, Montana, which resulted 
from the recent merger of the American 
National, The Montana Trust and Savings 
and the National Bank of Montana, with 
combined resources of over $10,000,000. 

The newly organized State Bank and Trust 
Company of Greenville, 8. C., has opened for 
business with capital and surplus of $125,000. 
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WASHINGTON, D. C. 


PIONEER TRUST COMPANY OF THE NATIONAL CAPITAL 
FISCAL AGENT OF THE ARMY AND NAVY CLUB 
TRUSTEE OF THE WASHINGTON FOUNDATION 
TREASURER OF ENDOWMENT FUND, THE AMERICAN NATIONAL RED CROSS 


F Street at 9th, N. W. 
17th St. at G, N. W. 





Resources over 
$21,000,000.00 


JOHN B. LARNER 


President 








CORPORATE TRUST DEPARTMENT OF 
CENTRAL HANOVER IN NEW QUARTERS 


The corporate trust department of the Cen- 
tral Hanover Bank & Trust Company of New 
York, which is among the largest in the scope 
and volume of operations among New York’s 
largest banks and trust companies, recently 


opened in new and more conveniently 
equipped quarters, moving from the fifth 


floor of 70 Broadway to the main floor of 60 
Broadway. The latter quarters were ac- 
quired with the removal of the offices of the 
Irving Trust Company and the new home of 
the corporate trust department provides 
much-needed facilities for the great volume 
of corporate trust business handled by the 
Central Hanover. Frank Wolfe, assistant 
vice-president, is in charge of the depart- 
ment. One of the most attractive features 
of the new location is the spacious officers’ 
platform. Largest of initial transactions in 
the new quarters was the payment of the 
$55,000,000 Fox Film Corporation 


notes. 


issue of 
one-year 
An idea of the magnitude of the operations 


of this department is 
conveyed by the _ fact 
that last year the de- 


partment received secu- 
rities amounting to $2,- 
258,018,000 in value and 
delivered securities to- 
taling $1,748,567,190 in 
value. The bond crema- 
tion division during 
1930 disposed of $6138,- 
944,780 in paid, re- 
deemed or temporary 
bonds and in addition 
7,595,218 individual 
bond coupons were 
burned. In the han- 





vestment trusts, $250,000,000 are held in the 
former capacity and over $100,000,000 under 
investment trusts. Some of the larger issues 
handled by the Corporate Trust Department 
in recent years have been the American 
Telephone & Telegraph Company $125,000,- 
000 issue of thirty-five-year 5 per cent deben- 


tures; the Chicago, St. Paul, Minneapolis 
and Omaha Railway Company first mort- 


gage 5 per cent bonds, an issue of approxi- 
mately $100,000,000 and the Dodge Brothers 
$75,000,000 issue of 6 per cent debentures. 


Since January 1, 1931, the amount deposit- 
ed in the mutual savings banks of New York 
State has been $896,8738,545 and the amount 
withdrawn has been $651,860,106, leaving a 
net gain to June 1, of $245,013,439. This is 
exclusive of interest credits. 

Stanley M. Davis has been appointed an 
assistant vice-president of the Fidelity Trust 
Company of Detroit. 

William O. Baldwin, vice-president of the 
First National Bank at Montgomery, Ala., 
has been elected to the board of directors. 











OFFICERS SECTION IN NEW QUARTERS OF THE CORPORATE TRUST DEPART- 
MENT OF THE CENTRAL HANOVER BANK AND TRUST COMPANY OF NEW 
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HOW NORTHWEST BANCORPORATION 
STOCK IS HELD 
The Northwest Bancorporation, the bank 


holding corporation with headquarters in 
Minneapolis, is owned by over 16,000 stock 
holders, 94 per cent of whom reside in the 
territory served by the organization and its 
affiliated units. Every officer and employee 
is a stockholder, with the majority of all 
stock owned by the officers and directors of 
the corporation and its affiliates. Among the 
active officers of the member banks, Presi- 
dent Ek. W. Decker is the largest stockholder. 

The combined deposits of the banks affili- 
ated with the Northwest 3ancorporation 
amount to $417,081,000 as of May 21st, and 
representing an increase of $20,222,000 dur- 
ing the previous twelve months. 


Merger is being arranged between the 
Millwill Trust Company and the Mechanics 
National Bank of Millwill, New Jersey, with 
total resources of $2,000,000. 

Guaranty Trust Company of New York has 
been appointed trustee, paying agent and 


registrar of an issue of $16,500,000 principal 
amount Nebraska Power Company first mort- 
gage gold bonds, 4% per cent series due 1981. 
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BANKERS CONVENTION CALENDAR 


Date State Association Place 
Sept. 3 —Delaware Rehoboth 
Sept. 4-5 —Wyoming Cheyenne 
Sept. 9-10 —Maine Rangeley 
Sept. 14-17—Financial Advertisers’ 

Association Boston 
Sept. 17-18—Kentucky Louisville 


17-18S—Seventh Mid-Continent 
Trust Conference 
Grand Rapids, Mich. 
17-19—New York Savings 
Banks Niagara Falls 
24-26—Massachusetts Pittsfield 


Sept. 


Sept. 


Sept. 
Oct. 5-S —A. B. A. Convention 

Atlantie City, N. J. 
Oct. 21-28 —Pacific and Rocky Mt. 

States Trust Confer- 


ence San Francisco, Cal. 
Oct. 22-23 —Nebraska Lincoln 
Oct. 27-29 —Mortgage Bankers Ass’n 
Dallas, Tex. 
Noy. 15 —lInvestment Bankers Ass’n 


White Sulphur Springs, W. Va. 


Southern banks hold $418,497,000 of domes- 
tic and foreign securities, according to the 
report of the Comptroller of the Currency. 
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MEMBERS OF THE TRUST DEVELOPMENT COMMITTEE OF THE 
FINANCIAL ADVERTISERS ASSOCIATION 


Membership of the Trust Development 
Committee of the Financial Advertisers As- 
sociation was announced by the chairman, 
H. F. Pelham, vice-president of the Citi- 
zens & Southern National Bank of At- 
lanta, Ga. The appointments have been ap- 
proved by President Kerman of the Associa- 
tion and are as follows, with sub-chairman 
in the various sections marked by asterisks: 

EASTERN SECTION 
Baltimore: F. F. Peard, Maryland Trust 

Company. 

Boston: *W. H. Brown, assistant vice-presi- 
dent, Old Colony Trust Company. 
Buffalo: M. J. Campbell, assistant secretary, 

Marine Trust Company. 

Montreal: C. R. Trenholme, National Trust 

Company. 
New York: 

vice-president, 

Company. 
Philadelphia: A. Douglas Oliver, assistant 

trust officer, Provident Trust Company. 
Pittsburgh: Robert Womsley, Peoples-Pitts- 

burgh Trust Company. 


Carl D. Montgomery, assistant 
City Bank-Farmers Trust 


CENTRAL SECTION 

Chicago: Earle L. Harrah, assistant secre- 
tary, Foreman State Trust & Savings 
Bank; *Samuel Witting, second vice-presi- 
dent, Continental-Illinois Bank & Trust 
Company. 

Cincinnati: William Stark, counsel, 
Third-Union Trust Company. 

Cleveland: Tracy E. Herrick, assistant vice- 
president, Cleveland Trust Company. 

Dayton: L. E. Marcum, assistant trust offi- 
cer, the Union Trust Company. 

Detroit: Arthur Pfleiderer, assistant trust 
officer, Guardian Trust Company; Alfred 
Snyder, assistant vice-president, Detroit 
Trust Company. 

Kansas City: Oliver J. Neibel, assistant trust 
officer, Commerce Trust Company. 

Milwaukee: Don Laing, assistant trust offi- 
cer, First Wisconsin Trust Company. 

St. Louis: Charlton Alexander, vice-presi- 
dent, Mississippi Valley Trust Company. 

Youngstown: Carl W. Ullman, assistant 
trust officer, Dollar Savings & Trust Com- 
pany. 


Fifth- 


WESTERN SECTION 

Denver: H. E. Parks, vice-president, Denver 
National Bank. 

Los Angeles: *Charles B. White, trust de- 


velopment manager, Security-First Nation- 
al Bank. 

Sacramento: 
tional Bank. 

San Francisco: J. E. Drew, assistant vice- 
president, American Trust Company. 

Spokane: W. J. Kommers, vice-president, 
Old National Bank & Union Trust Com- 
pany. 


W. S. Guilford, California Na- 


SOUTHERN SECTION 

Atlanta: H. F. Pelham, vice-president, the 
Citizens & Southern National Bank. 

Birmingham: *A. Key Foster, assistant 
trust officer, Birmingham Trust & Savings 
Bank. 

Louisville: Flavie C. Adams, assistant vice- 
president, Columbia & Fidelity Trust Com- 
pany. 

Nashville: Herbert Fox, assistant vice-presi- 
dent, American National Bank. 

Richmond: Littleton Fitzgerald, Jr., adver- 
tising manager, American Bank & Trust 
Company. 

Winston-Salem: W. 
lic relations department, 
& Trust Company. 

The first meeting of the committee, an in- 
formal one, for the discussion of such mat- 
ters that may come before it and be of in- 
terest to the trust development fraternity 
in general, will be held at the Hotel Com- 
modore in New York on February 16th. 


H. Neal, manager pub- 


Wachovia Bank 


NEW JERSEY FINANCIAL ADVERTISERS 
ORGANIZE 

Headed by Leopold A. Chambliss, assis- 
tant vice-president of the Fidelity Union 
Trust Company of Newark, a group of bank 
and financial advertisers have made plans 
for a New Jersey state group organization. 
At the preliminary meeting the following 
were present: Robert W. Harden, vice-pres- 
ident, Westfield Trust Company, Westfield ; 
Jacob Kushner, assistant secretary, United 
States Trust Company, Paterson; Morris 
Bernhard, trust officer, Hudson County Na- 
tional Bank, Jersey City; R. L. Maynard, 
credit manager, National Bank of New Jer- 
sey, New Brunswick; Russell L. Sammis, 
secretary, Camden Safe Deposit & Trust 
Company, Camden; Mary K. Hoyt, assistant 
secretary-treasurer, Montclair Trust Com- 
pany, Montclair; Leopold A, Chambliss, as- 
sistant vice-president, Fidelity Union Trust 
Company, Newark. 
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RECENT JUDICIAL DECISIONS AFFECT- 
ING FIDUCIARY RESPONSIBILITY 


(Continued from pige 14) 

appeared at the time, to it and to others, a 
proper investment of trust funds, which 
doubtless would have proved so under nor- 
mal conditions; hence it would be a harsh 
rule to hold accountant responsible for de- 
preciation in value of securities resulting 
from such unparalleled conditions. Happily, 
the law does not oblige us to do so.” 

And this is a case of actual investment by 
the trustee and not merely one of retention 
of a decedent's securities. 


Failure of Attempt to Surcharge Trustee 

Wood’s Estate (272 Pa. 1922) was a case 
where the fiduciary sold property because he 
feared to hold it longer. Due to a rise in 
the price of real estate, the property after- 
wards brought a great deal more money in 
the hands of the second holder, after the 
sale, and there was an immediate attempt 
made to surcharge the trustee for having 
sold for too low a price. The attempt failed, 
however, the court dismissing the exceptions. 

In Landis’s Estate, the Orphans’ Court ot 
Montgomery County said: 

“These stocks were part of the decedent's 
investments. They were not purchased by 
either the former or present trustee with 
the funds of the trusts. They are not invest- 
ments made by the trustee. They have been 
held by the trustee as part of the fund re- 
ceived from the erecutor. The exrceptant is 
Claiming that the trustee should be sur- 
charged because it retained the stocks in- 
stead of selling. The trustee retained them 
in the honest exercise of judgment based on 
actual consideration of e.risting conditions.” 

After full consideration of the facts, the 
court sustained the trustee in the Landis 
Estate and dismissed the exceptions to the 
account, and yet this was a case where there 
Was no saving clause in the will such as 
there was in the New York case, and there 
had been a great decline in the selling price 
of the stocks. 


Exercise of Discretionary Power by Trustees 

Therefore, it seems that, subject to legal 
regulations which may not be the same in 
every State, trustees should continue to exer 
cise the discretion conferred upon them un 
der the will, by honest inquiry into the con- 
ditions under which the corporation whose 
securities they are holding in their trust 
funds are operating, and they should con- 
stantly take every step possible to check the 
probable future condition of the market. 
When they go into court, however, and ask 
it to decide arbitrarily whether or not they 
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MAINE’S 


Largest Banking Institution 


Capital and Surplus $2,000,000 
Resources Over $30,000,000 
10 Banking Offices 


Fiveuity Trust CompANy 
Portland, Maine 


South Portland, Harrison, 
South Windham, Yarmouth, 
Woodfords 


Westbrook, 
Fryeburg, 
Cumberland Mills, 


A Member of the Financial Institutions Group 


should continue to hold such securities, their 
action is almost that of one who seeks to 
dodge the responsibility which he has taken 
upon himself. Nor should the court adopt 
the paternalistic attitude that it can come 
in after the event and substitute its discre- 
tion, based on hindsight, for the discretion 
conferred upon the trustee, who must act 
on foresight alone. To do this means hav- 
ing the courts rewrite the wills which it is 
their duty only to construe. Even where 
such saving clauses in favor of the trustee 
are not in the will, the Pennsylvania cases 
enunciate the rule that the harshness of the 
law against non-legal investments does not 
apply to such as come to the trustee from 
the testator, to the same degree as it does 
to those which the fiduciaries make them- 
selves. 
OO Se 

The Iowa legislature at its last session 
pessed a bill permitting extension of branch 
banking offices within county limits and in 
communities not served by banking facilities. 
Since the new law went into effect a total 
of forty-two such branch offices have been 
approved. 
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The assets of our 
Trust Department 
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RAYMOND E. JONES ELECTED VICE- 
PRESIDENT OF THE MANHATTAN 
COMPANY 
Raymond E. Jones has resigned as first 
vice-president of the Bank of Manhattan 
Trust Company of New York to become vice- 
president of The Manhattan Company in 
charge of the business extension division, a 
new department which has been organized 
to develop and coordinate the new business 
activities of the different Manhattan Com- 

pany units. 

Mr. Jones was born in New York City in 
1884. Joining the Royal Bank of Canada 
at their New York Agency in 1901 he had an 
opportunity to study banking in one of the 


largest branch banking systems in the 
world. He finally became their New York 
Agent but resigned in 1917 to become vice- 
president of the Merchants National Bank, 
of which he was elected president in 1919. 
He became first vice-president of the Bank 
of the Manhattan Company when the Mer- 


chants National Bank merged with the form- 
er in 1920. 

The business extension 
deavor to bring about a 


division will en- 
unification of the 


business efforts of the different units of The 
Manhattan Company and the divisions with- 





in those units. It will be its purpose, as far 
as is possible, to develop a condition where 
solicitation of business by any one of the 
units will automatically carry with it new 
business development for some of the other 
units. 





RAYMOND E. JONES 


Elected Vice-president of The Manhattan Com- 
pany of New York 
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EXCELLENT REPORT BY FIRST 
NATIONAL OF CHICAGO 

Special interest attached to the publication 
of the June 30th financial statement of the 
First National Bank and the allied First 
Union Trust & Savings Bank of Chicago, as 
affording the first summary of the results of 
taking over the Foreman-State National 
Bank and the Foreman-State Trust & Sav- 
ings Bank. Combined deposits of the First 
National and First Union were reported at 
$769,587,419 as of June 30th, representing aa 
increase of $197.000,000 since the March 25th 
return. The Foreman-State Banks reported 
as of March 25th, deposits of approximately 
$190,000,000. Combined resources of $S7S,- 
285,624 place the First National Bank and 
the allied First Union Trust & Savings Bank 
well forward as the second largest bank in 
Chicago and among the 
United States. 

The absorption of the Foreman-State bank- 
ing group involved no increase of capital so 
that the combined capital, surplus and undi- 
vided profits of the First National Bank and 
the First Union Trust & Savings Bank, re- 
mains about the same as before the merger 
at $75,034,841. Of this total the First Na- 
tional reports capital of $25,000,000; sur- 
plus, $25,000,000 and undivided profits. of 
$35.682,489. As compared with the March 
25th report the resources of the First Na- 
tional shows increase from $493,912,000 to 
$640,768,000, a gain of $147,000,000. Cash 
and due from banks amounts to $124,348,- 
706; U. S.. securities, $77,524,101; other 
bonds and securities, $52,569,685; loans and 
discounts, $284,253,012. 


largest in the 


First Union Trust & Savings Bank reports 
capital of $10,000,000; surplus and undivided 
profits, $11,852,000 with deposits of §$211,- 
559,405. 

Harry A. Wheeler, vice-chairman of the 
board of the First National Bank and First 
Union Trust & Savings Bank reached the 
retirement age on July 1st under the First 
National Pension Plan. He has retired as 
an officer of the First National and its affili- 
ated institutions, but remains a director of 
the First Group of banks and also remains 
on the executive committee. 


The First National-Old Colony Corpora- 
tion of Boston has published a comprehen- 
sive statistical and quotation pamphlet on 
“Preferred Stocks,” which lists approximate- 
ly 350 separate issues. 
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CENTRAL HANOVER SETS UP FIVE 
MILLION RESERVE 

Substantial increase in deposits from 
$607,017,000 to $647,205,000 is shown in the 
June 30th financial statement of the Han- 
over Bank and Trust Company of New York 
as compared with the March 25th return. 
Combined resources show increase of over 
$24,000,000 to total of $816,394,000. Assets 
include cash on hand, in Federal Reserve 
and due from banks of $87,279,000; exchanges 
$90,241,000; U. S. government bonds $110,- 
201,000; short term municipals, $37,760,000 ; 
other short term securities $12,821,000; bonds 
and other securities, $22,381,000; demand 
loans $128,613,000; loans and discounts $184,- 
300,000. Capital is $21,000,000; surplus $60,- 
000,000 and undivided profits $23,630,595. 

During the past quarter the Central Han- 
over Bank & Trust Company has transferred 
$5,000,000 from undivided profits which has 
been set up aS a new reserve account in ad- 
dition to the $1,667,306 reserve for taxes, 
expenses and contingencies shown in the 
June 30th statement. This reserve is set up 
as a precautionary measure and not against 
any known losses. Surplus account remains 
at $60,000,000 with undivided profits above 
$23,000,000. 
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NEW OFFICERS AT CANAL BANK AND TRUST COMPANY 
OF NEW ORLEANS 


A number of important changes and addi- 
tions to executive personnel have recently 
been made at the Canal Bank & Trust Com- 
pany of New Orleans which celebrated the 
one hundredth anniversary of its organiza- 
tion last March. Simultaneous with the 
rounding out of a hundred years of continu- 
last in March, Oliver G. Lucas 
assumed the helm as president. Within the 
past two months three new vice-presidents, 
a new cashier and an assistant cashier were 
added to the official family. On May 20th, 
William W. Sutcliffe, Jr., formerly cashier, 
was elected vice-president. Mr. Sutcliffe be- 
gan his banking career over twenty years 
ago with the Germania-American National 
Bank as a bookkeeper. He was later made 
assistant cashier of the Canal-Louisiana 
Bank & Trust Company, and in 1925 was 
elected cashier of the Canal Bank & Trust 
Company. He is a native of New Orleans. 

The vacancy created by the appointment 
of Mr. Sutcliffe as vice-president was filled 
by the election of Dale Graham as cashier. 
Mr. Graham comes to New Orleans from 
New York, where he was second vice-presi- 


ous service 


OLIVER G. LUCAS 


President of the Canal Bank and Trust Company of 
New Orleans 


dent of the Chase National Bank. He began 
his banking career in Illinois over sixteen 
years ago and, prior to going to New York, 
Was assistant vice-president of the Missis- 
sippi Valley Trust Company of St. Louis. 

Harry G. Thompson of Memphis was also 
elected vice-president of the bank. He has 
been connected with the cotton business for 
than twenty years, and at one time 
president of the Memphis Cotton Ex- 
change. Until his election as vice-president 
of the Canal Bank, he was secretary and 
treasurer of W. A. Gage & Company, cotton 
factors of Memphis, Tenn. 

On June 17th H. Dabezies, formerly assist- 
ant vice-president, was elected vice-president 
and, in association with Vice-president 
Charles J. Theard, was placed in active 
charge of the Citizens office of the Bank suec- 
ceeding F. Dietze, Jr., who resigned June 1st. 
Mr. Dabezies is a member of the French 
Legion of Honor, and is prominent in many 
French organizations and civie societies. 
Benjamin J. Legett, who elected as- 
sistant cashier, started with the Canal Bank 
in 1915. 

The Canal Bank & 


more 
was 


was 


Trust Company was 
organized in March, 1831, for the primary 
purpose of financing and digging the New 
Basin Canal and expanding its banking fune- 
tions with the growth of New Orleans. The 
bank has kept pace with the advance of New 
Orleans from a neglected trading post to the 
wealthiest, per capita, center in the United 
States. The bank survived and gained added 
strength through periods of plague, warfare 
and flood. During its career ten banks were 
merged with the Canal Bank, the latest the 
Marine Bank & Trust Company. The bank 
occupies a spacious and modernly equipped 
building of its own. 

Oliver G. Lucas 
deney last March, 


the presi- 
forty-one 
years of age, has had an exceptionally wide 


assumed 
only 


who 
although 


and valuable 
was born in St. 


experience in banking. He 
Louis in 1889 and his early 
ambition was to become a chemist. He stud- 
ied abroad and after graduating from the 
Vienna School of Technology returned to the 
United States. He was attracted to bank- 
ing, however, and began with the National 
City Bank of New York as runner at the 
age of twenty-one, after becoming a 
junior officer. He then had an experience 
as an officer of the National Bank of the 
Republic at Port au Prince, Haiti. 


soon 
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WILLIAM W. SUTCLIFFE, JR. Harry G. THOMPSON 


Elected Vice-president Canal Bank and Trust Company, Elected Vice-president Canal Bank & Trust Company, 
New Orleans New Orleans 


DALE GRAHAM H. DABEZIES 


Elected Cashier of Canal Bank & Trust Company, Elected Vice-president Canal Bank & Trust Compaay; , 
New Orleans New Orleans . 
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SAFE DEPOSIT LOCK PROTECTION FOR 
CUSTOMER AND THE BANK 
With the advance in making safe deposit 
vaults impregnable against elements or at- 
tack, the one remaining possible source of 
loss or liability is that which attaches to 
the protection of safe deposit locks. In- 
stances are cited where losses have been in- 
curred by failure to properly provide for the 
sare of keys of unrented boxes. Safe de- 
posit box keys are lost and are liable to fall 
into the hands of those not entitled to access 
to the safe. Hazard is increased when lost 
keys bear the name of the bank and number. 
Safe deposit associations recognize this dan- 
ger by urging all banks with safe deposit 
departments to eliminate numbers or other 
identification marks on keys and likewise 
change locks on safe doors upon surrender 
of the rental as an additional safeguard. 
Courts have in numerous cases held banks 
liable for mysterious disappearance of safe 
box contents based on questions of care and 

handling of safe deposit keys. 





(1) Renter Signing Certificate That He 
Received the Keys in Sealed Envelope Direct 
from Manufacturer 


Adequate and com- 
plete protection 
against losses or lia- 
bility in connection 
with safe deposit 
locks is now ayail- 
able to all banks and 
trust companies con- 
ducting safe deposit 
departments. This is 
afforded by the _ in- 
genious and _ exclu- 
Sive installations 
provided by Sargent (2) 
& Greenleaf, Inc., of 


Rochester, N. : 
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which makes the so-called Sargent & Green- 
leaf’s Secret Key Changing Sealed Key Safe 


Deposit Locks. How this protection is pro- 
vided is described as follows: 

1. The renter’s keys are sealed in a tam- 
per-proof metal lined envelope—therefore, 
the keys are impression-proof. This envelope 
has a space for signature by the renter. This 
certificate is kept by the bank as court proof 
that the customer received the keys in a 
sealed impression-proof envelope and set the 
locks to the keys himself. 

2. The change (secret) from one renter’s 
key to another can only be done with the 
door unlocked and the bolt thrown, thus pre- 
venting the door from being closed until the 
lock is set to the new key and the change 
completed. 

3. The guard tumblers protect the renter’s 
tumblers by blocking the renter’s keys until 
the guard, or preparatory, key has set the 
guard tumblers. The renter’s tumblers also 
prevent the entrance of the changing key 
until the original key to which the lock has 
been set has been inserted and turned up by 
lifting the tumblers out of the way. 

4. The guard tumblers lock the changing 
key in the lock until the renter’s tumblers are 
set to the renter’s key, and then the changing 
key cannot be withdrawn until it has locked 
the renter’s tumblers to the renter’s key. 

In the Sargent & Greenleaf locks, 4100 and 
4300 series, the resetting of the lock for a 
new customer is done with the lock right on 
the door. And the bank can show court proof 
that the customer was the first to see or touch 
the key he chooses for his box—100 per cent 
protection and no maintenance cost, Juries 
cannot decide against banks because of negli- 
gence in handling of keys. 





Renter Cutting Envelope Open with Shears Provided by Vault 
Manager. (3) Renter Withdrawing Metal Container, after Which He Will 
Set the Safe Deposit Lock to the Keys Which He Withdrew from the 


Container. 








TRUST COMPANIES 101 


REVERSAL OF CLARK DECISION 
(Continued from page 84) 

surrogate determined that the trustee should 
have sold in September, 1927. Yet from 
the preceding December of 1926, the market 
prices for Cuban American had consistently 
fallen, the high and low for each succeeding 
month being lower than for the preceding 
The same consistent decline followed through 
to the date of the accounting. The fall was 
due solely to the over supply of sugar in 
the markets of the world. An over supply 
of a commodity, compelling sales at prices 
netting little or no profit, in the long run 
necessarily induces under planting, which in 
turn is productive of higher prices for the 
commodity, and increased profits to the pro- 
ducer. Here was a sugar company, coming 
through a period of depression with assets 
unimpaired, with a value greater, 
rather than with liabilities reduced, 
rather than increased, with a cash condi- 
tion notably sound, able to survive if any 
sugar company might. Under these circum- 
stances was it the part of wisdom to sell 
the stocks at what each month may well 
have seemed bottom prices? With all the 
advices which the trustee received from 
those well-versed in the sugar trade and in 
finance, and those experienced in the vaga- 
ries of the stock exchange, counseling delay, 
how can it be said that it was negligent in 
omitting to make prompt disposal of the 
stocks? Under the circumstances, we think 
that the trustee, as the event has proven, 
was guilty, at the very most, of an error 
of judgment, in not making sale of the stocks 
at an earlier date. It may have been defi- 
cient in provision and prophesy; it was not 
lacking in the exercise of care. Therefore, 
even if the immunity from liability provided 
for by the testator does not cover the ease, 
we think that there has been no fault and 
that it was error so to find. 


book 


less, 


The order should be reversed and the de- 
cree of the surrogate modified by striking 
therefrom the provisions surcharging the ac- 
counts of the trustee, and, as modified, af- 
firmed, with costs to the appellant in all the 
courts payable from the fund. 


o, , 2, 
“ a Oe 


FIRST WISCONSIN NATIONAL BANK 

Wisconsin’s largest bank continues to 
maintain its pace. The latest financial state- 
ment shows aggregate resources of $197,288,- 
780 with cash and due from banks and U. S. 
Treasurer, $36,667,096; U. S. Government se- 
curities, $33,464,738 ; investment securities of 
$9,945,224; loans and discounts, $107,270,861. 
Deposits total $169,960,947. Capital is 


$10,000,000; surplus, $6,000,000; undivided 
profits, $2,773,429; reserve accounts, $1,994,- 
010. 


WILMINGTON TRUST COMPANY 
OF DELAWARE 


Personal trust funds aggregating $154,200,- 
000 are under administration at the Wii- 
mington Trust Company of Wilmington, Del. 
The banking resources amount to $40,070,- 
068, including cash, exchanges and due from 
reserve banks, $7,968,140; U. S. Governmert 
bonds, $4,069,531; other bonds and _ stocks, 
$2,785,893; loans and discounts, $23,574,564. 
Deposits amount to $24,674,240. The com- 
pany has capital of $4,000,000 with surplus 
and undivided profits of $10,795,514. 


WASHINGTON LOAN AND TRUST 
COMPANY 


Among the trust companies of Washington, 
D. C., which are scoring steady progress in 
the face of general business reverse, is the 
Washington Loan & Trust Company. Its: 
latest report shows total resources of $20,- 
326,964 with cash and reserve of $4,720,568 : 
loans and discounts, $6,208,150; real estate 
loans, $2,938,349; U. S. Government and 
other bonds, $4,275,856. Deposits total $16,- 
768,751. Capital is $1,000,00; surplus, $2,- 
350,000; undivided profits, $190,330 and re- 
serve fund, $17,882. The company carries a 
large volume of trust business. 


AMERICAN SECURITY & TRUST CO. 

The American Security & Trust Company 
of Washington, D. C., plans to take posses- 
sion of its large annex shortly which will 
provide much needed accommodation for 
various departments. The latest financial 
statement of the company shows total re- 
sources of $41,501,650. Deposits amount t9 
$32,228,982. Capital is $3,400,000; surplus, 
$3,400,000 and undivided profits, $840,751. 





The Fulton Trust Company of New York 
reports resources of $23,710,988; deposits, 
$18,125,177; capital, $2,000,000; surplus and 
undivided profits, $3,450,825. 

The Commercial National Bank & Trust 
Company of New York reports resources of 


$144,228,237 ; deposits, $100,079,145; capital, 
$7,000,000; surplus and undivided profits, 
$10,158,047. 


Ward H. Preston, president of the Papec 
Machine Company, has been elected a di- 
rector of the Canandaigua National Bank & 
Trust Company of New York. 
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NEW QUARTERS FOR FORTIETH STREET 
OFFICE OF NEW YORK TRUST COMPANY 


The Fortieth Street Office of the New York 
Trust Company now occupies new quarters 
at the southeast corner of Madison avenue 
and Fortieth street. Established in 1923, the 
business of this office has grown with sucb 


rapidity as to necessitate, in the interest of 


efficient service to its clients, a more com- 
modious place of business. The Fortieth 
street office formerly handled a general com- 
mercial banking business in the domestic 
field. Its facilities have now been broad- 
ened to include personal trusts and foreign 
banking service of all kinds. In occupying 
its new offices, the New York Trust Com- 
pany returns to the site, formerly, of the 
home of the late General Horace Porter, in 
which the Fortieth street was estab- 
lished in 1925. 

The 22 East Fortieth street building, in 
which the New York Trust Company office 
is located, is one of the most recently con- 
structed and best equipped buildings in New 
York City. It rises forty-two stories to a 
height of 500 feet. For the first two floors 
the exterior is of black marble. 

The 


office 


trust company’s office occupies most 


MAIN BANKING ROOM OF THE FORTIETH STREET OFFICE OF THE 
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of the main floor, a large part of the floor 
below the street level, and also a small mez- 
zanine floor above the main banking room. 

The walls of the main banking room are 
of plain surfaced oak patterned with inlaid 
nickel-bronze. <A ceiling of plaster panels 
and fluted English oak beams is supported 
by four square fluted columns of Byzantine 
marble, with and bands of Fresnes 
marble and Belgium black marble terminat- 
ing with bronze nickel bands. Complete safe 
deposit equipment occupies 4,000 square feet 
in the floor below the street level, with ca- 
pacity of 5,000 safe deposit boxes. 


bases 


NEW YORK TRUST COMPANY 
STATEMENT 


Under date of June 30th, the 
Trust Company reports total 
$410,212.539, an increase of over 
Since March 25th, ineluding cash 
of $126,234,952; U. S. securities, $54,175,611: 
other bonds and securities, $44,303,716; loans 
and bills purchased $146,358.371. © Deposits 
amount to $285,451,879 with outstanding 
checks of $58,146,567. Capital is $12,500.- 
000; surplus $30,000,000 and undivided prof- 
its, $5,643,994. 


New York 
resources of 
$8,000,000 
resources 


NEw YorK Trust COMPANY 
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M. ALBERT LINTON ELECTED PRESIDENT 
OF PROVIDENT MUTUAL LIFE 

The election of M. Albert Linton as presi- 
dent of the Provident Mutual Life Insurance 
Company of Philadelphia, is of interest to 
underwriters and trust company officials who 
are fostering practical alignment between 
life insurance and trust service. Mr. Linton COMPLETE 
has been foremost among life insurance com- 
pany officials in emphasizing the human val- FIDUCIARY SERVICE 
ues of life insurance and encouraging the thro ugh out Ca lifo rnia 
creation of life insurance trusts wherever 
requirements of the individual call for fidu- 
ciary protection. 
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Trusts are administered in 243 
& California cities by Bank of 
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= America branches, under exper- 
E ienced supervision by our Trust 
. Departments in the metropoli- 
§ tan offices. 

= You and your clients are as- 
¢ sured complete, interested and 
individual service in any fidu- 
Ciary Capacity. 


M. ALBERT LINTON 


ORONO 


Mr. Linton succeeds the late Asa S. Wing. 
He has been vice-president of the Provident 
since 1916 and his election to president as- 
sures the progressive development of the poli- For further information, you 
cies and traditions of the Provident Life. eae 
Mr. Linton was born at Germantown, Phila- are invited to address our San 
delphia, forty-four years ago, and educated Ie! Francisco or Los Angeles offices. 
at Moorestown Friends Academy, Westtown i 
School, Haverford College, University of 4 
Michigan and the Federal Polytechnic of é B k f A ° 
Zurich, Switzerland. He entered the service 2 an Oo merica 
of the company in 1909 in the actuarial de- & National Trust & Savings Association 
partment. He became mathematician in ‘ nama 
1913, associate actuary in 1915 and vice- e CALIF 
president in 1916. 3 Bank of America National Trust & Savings 

ae n ° ve ee Association . .. a National Bank and Bank of 
tn - — pees of the Actuarial So America. ..a California State Bank are identical 
ciety of America, a fellow of the Institute in ownership and management...415 
of Actuaries of London and chairman of the iB offices in 243 California cities. 
Life Insurance Sales Research Bureau of Tta-r | 
Hartford in addition to other affiliations. LDH BW BW BW BWW Bw BH BW BABU W BW BWR BHA BWBHBY BY BHO YEA Dish 
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AN EXAMPLE OF SOUND AND CONSERVATIVE REAL ESTATE 
MORTGAGE AND LOAN INVESTMENT POLICIES. 


It is in times of business depression and 
severe testing like the present that the ad- 
vantages of conservative management stand 
forth in sharp contrast, whether in banking, 
finance or business enterprise. This is espe- 
cially true of real estate financing and loan 
operations. It is forcefully proven in the 
semi-annual report of the Lawyers Mortgage 
Company of New York, the president of 
which, Richard M. Hurd, has been as rigor- 
ous of the policies of his own organization 
as he has been outspoken against unsound 
practices in the real estate financing field 
during hectic periods of speculation. 

While less conservatively conducted real 
estate mortgage loan houses are floundering 
in deep water and anxiously struggling with 
defaults and foreclosures, the Lawyers Mort- 
gage Company is peacefully and prosperous- 
ly pursuing its well defined course. Gross 
arnings and net profits for the first half 
of 1931 exceeded those of the first half of 
1930. Gross earnings for the first six months 
this year were $2,091,525 and net profits, 
$1,121,361 as compared with gross earnings 
of $1,943,894 and net profits of $1,098,624 for 
the corresponding period last year. Sales of 
guaranteed mortgages including extensions 
during the first six months were $57,121,476 
and net gain in outstanding guaranteed 
mortgages was $12,217,980. 

During the past twenty-eight years and a 
half of the present management of the Law- 
yers Mortgage Company the average loss 
through sale of foreclosed real estate has 
been $29,500 per annum, as against net earn- 
ings which have steadily increased to an 
average, as shown in the four past annual 
statements, of over $2,500,000. Such losses 
are immediately charged off against current 
gross earnings of the company. For the past 
four years gross earnings have averaged over 
$4,000,000 per annum. The policy of the com- 
pany has been to sell any foreclosed real 
estate promptly without waiting for higher 
prices, and thus to keep its books clean. For 
many years prior to the present depression 
the company held no foreclosed real estate 
and recent foreclosures represented about 
one-fifth of one per cent of its total outstand- 
ing guaranteed mortgages of $452,110,000. 
The assets of the company amount to $23,- 
296,077. Capital is $12,000,000; surplus, $10,- 
000,000 and undivided profits, $551,703. 

The Lawyers Mortgage Company under 
President Hurd has its own fixed rules of 





operation. Its real estate loans are entirely 
confined to properties in New York City, 
Westchester and Nassau Counties which 
have steady income-bearing value and high- 
est type of salability. Loans are limited to 


business and residence property and avoid- 


ing special utilization such as hotels, apart- 
ment hotels, theatres, clubs, factories, 
churches, leaseholds, vacant lands and other 
properties which over a period of time have 
proven hazardous or fluctuating in times of 
recession. The by-laws of the company lim- 
its loans on any one building to not over 10 
per cent of its capital and surplus. This 
gives a theoretical limit for one loan of 
$2,200,000, but as a matter of fact the com- 
pany only has five loans ranging from §$1,- 
000,000 up to $1,650,000 and these are on 
highly selective apartment houses. The aver- 
age amount of each mortgage loan held by 
the company is $17,100. Mortgages average 
as low as 57 per cent of the appraised value. 

The faith reposed in the guaranteed mort- 
gages and certificates issued by the Lawyers 
Mortgage Company is evidenced by their 
ready absorption by institutions, savings 
banks, trust Companies, trustees and other 
conservative investors. They are especially 
desirable for trust fund investment and as 
well for banks and trust company funds 
where liquidity and short maturities are de- 
sirable. Since 1893 the company has sold 
more than one and one-quarter billions of its 
guaranteed mortgages and certificates and 
no one has lost a penny. 


I'ITIAL STATEMENT OF FIDUCIARY 
TRUST COMPANY OF NEW YORK 

The Fiduciary Trust Company of New 
York, which recently opened for business on 
the thirtieth floor of One Wall street and as 
an institution which confines itself exclusive- 
ly to personal trusts and management of in- 
vestment funds, renders its initial statement 
as of June 30th. This shows total resources 
of $3,612,572, embracing cash and due from 
banks, $310,477; demand loans, $702,500; 
bankers’ acceptances, $594,453; time loans 
and bills purchased, $325,000; U. S. Govern- 
ment securities, $1,031,562; N. Y. state bonds, 
$102,796; short term bonds and notes, $520,- 
572. Deposits, which amount to $1,228,483, 
are accepted only when they do not involve 
commercial lines of credit. Capital is 
$1,000,000 and surplus $1,000,000. 
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GUARANTY TRUST COMPANY 
STATEMENT 

An increase of over $140,000,000 in depos- 
its is shown in the half-yearly statement of 
the Guaranty Trust Company of New York, 
bringing total to $1,352,734,933. Combined 
resources amount to $1,863,116,541, including 
cash on hand and with banks, $368,242,525; 
U. S. Government bonds and certificates, 
$313,444.776; public securities, $68,357,564 ; 
other securities, $48,236,638 loans and bills 
purchased, $911,945,373; credits on accept- 
ances, $117,787,803. Capital is $90,000,000 ; 
surplus, $170,000,000 and undivided profits, 
$38,426,966, the latter item showing increase 
of $1,000,000 during the first half of the year. 


PLAINFIELD TRUST COMPANY 

There is no evidence of “business depres- 
sion” in the financial statements of the 
Plainfield Trust Company of Plainfield, N. J. 
The banking department reports substantial 
gains with resources of $21,775,599: deposits. 
$19,597,447; capital, surplus, undivided prof- 
its and reserve of $2,501,445. The trust de- 
partment reports assets under administra- 
tion amounting to $25,925,247. 





Harvey D. Gibson, president of the Manu- 
facturers Trust Company of New York City, 
has been elected a director of the Aeolian Co. 


EpwarRpD G. KIRBY 


President of the Commerce Guardian Trust and Savings 
Bank of Toledo, Ohio, who has been elected President of the 
Toledo Clearing House Association 





LA MONTE NATIONAL SAFETY 
PAPER is chosen by bankers who re- 
gard their checks as builders of good- 


t 





will and prestige. To them and their 
customers La Monte is the standard in 
check papers—safe, durable, crisp, dis- 
tinctive. George La Monte & Son, 6l 
Broadway, New York City. 

Also branch offices in Chicago, 
Cleveland, Kansas City, St. Louis, Atlanta, 
Dallas, San Francisco and Baltimore. 


LA MONTE NATIONAL SAFETY PAPER 
FOR CHECKS « Identified by wavy lines 


TRUST COMPANY MERGER EFFECTIVE IN 
CAMDEN, N. J. 

Merger of the Broadway-Merchants Trust 
Company with the Camden Safe Deposit & 
Trust Company of Camden, N. J., has become 
effective. The offices of the merged institu- 
tion are continued as branches of the Cam- 
den Safe Deposit & Trust Company which 
is liquidating the assets of the Broadway- 
Merchants for the benefit of depositors and 
stockholders. Ephraim Tomlinson continued 
as president of the Camden Safe Deposit & 
Trust Company which has resources of 
$33,000,000 and trust funds of over $170,000,- 
000. 





ENCYCLOPEDIA OF BANKING AND FINANCE. 
By Glenn G. Munn, The Bankers Publishing 
Company. This is a new and completely re- 
vised edition of the first complete encyclo- 
pedia of banking and finance. It was first 
published in 1924 and this is its third revi- 
sion. It is designed to take the place in this 
field which other encyclopedias hold in the 
fields of law, engineering, accounting and 
other professions. It contains approximately 
3400 definitions and explanations. 
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HOWARD IRISH ELECTED PRESIDENT OF 
COMMONWEALTH TRUST COMPANY 
OF PITTSBURGH 


Owing to ill health, and on the advice of 
his physicians, George D. Edwards has re- 
signed from active duties as president of the 
Commonwealth Trust Company of Pittsburgh 
and after a period of administration during 
which the Commonwealth Trust Company 
has made the most rapid growth since its or- 
ganization. Mr. Edwards is succeeded as 
president by Howard Irish, who has long 
served the company as a director and vice- 
president, having been with the Common- 
wealth since it began business. 

Mr. Edwards will continue with the trust 
company as a director, but will now seek to 
regain his health. He has been one of the 
best known figures in Pittsburgh banking 
and trust company circles, Mr. Irish, be- 
eause of his long association with the Com- 
monwealth, will carry on the progressive 
policies of his predecessor. He has also been 
for a number of years president of the sub- 
sidiary of the trust company, the Common- 
wealth Real Estate Company. 


Howarp [RISH 


Who has been elected President of the Commonwealth 
Trust Company of Pittsburgh 


The National Shawmut Bank of Boston 
has a new branch office at Cleveland Circle in 
Brookline under the management of Wendell 
H. Berry. 
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IRVING TRUST COMPANY TRANSFERS 
TEN MILLION FROM SURPLUS 


Consistent with its conservative policies 
the Irving Trust Company of New York has 
transferred $10,000,000 from its surplus ac- 
count, of which one-half has been used to re- 
duce the book value of the new building at 
One Wall street while the other half is added 
to general reserves. The transfer reduces the 
indicated book value of the $10 par value 
stock, of which there are 5,000,000 shares 
outstanding, by $2 or to approximately $25 
per share. The June 30th statement showed 
earnings of $4,059,000 prior to the transfer. 


SUBSTANTIAL GAINS BY MANUFAC. 
TURERS TRUST COMPANY 

During the three months from March 25th 
to June 30th, the Manufacturers Trust Com- 
pany of New York has scored an increase in 
deposits from $215,944,000 to $237,308,000 and 
an increase in combined resources from $307,- 
787,000 to $338,434,832. Surplus and undi- 
vided profits also reveal increase from $23,- 
947,000 to $24,380,508. Capital is $27,500,000 
with special reserve of $12,308,926. On July 
Ist the company distributed $550,000 in regu- 
lar dividends. 


NORTHERN TRUST COMPANY DEPOSIT 
GAINS 

The Northern Trust Company of Chicago 
shows an increase in deposits of from $68, 
142.000 to $72,769,274 between reports of 
March 31st, and June 30th. Resources total 
$91,576,086, including cash and due from 
banks, $19,632,119; demand and time loans 
$22,843,000; other loans and discounts, $11.,- 
847,815; bonds and securities, $32,576,204. 
Capital is $3,000,000; surplus, $9,000,000 and 
undivided profits, $3,445,451. 


BROOKLYN TRUST COMPANY INCREASES 
RESERVE 


Consistent with its conservative policies 
the Brooklyn Trust Company has transferre: 
$3,000,000 from its ample surplus accounts 
to reserves, making the latter $6,285,427 and 
leaving surplus of $15,000.000 and undivided 
profits of $3,112,162 with capital amounting 
to $8,200,000. The June 30th financial state- 
ment shows further gains since the March 
25th statement with deposits up from $127, 
987,246 to $156,452,760, an increase of over 
$20,000,000 since the first of the year. Re- 
sources total $193,150,465. 

Harry V. Kelly, assistant secretary of the 
company and president of the Nassau Sav- 
ings and Loan Association, has been elected 
a director of the Brooklyn Trust Company 
to succeed Paul Marko, resigned. 
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MERGER OF JOINT STOCK LAND BANKS 

The Union Joint Stock Land Bank of De- 
troit and the Ohio Pennsylvania Joint Stock 
Land Bank of Cleveland, both units of the 
Guardian Detroit Union Group, Ine., of De- 
troit, have been consolidated, and operate 
under the name of the Union Joint Stock 
Land Bank of Detroit, according to an an- 
nouncement by Frank W. Blair, formerly 
president of each of the banks, and now 
president of the consolidated institution. 
“The purpose of the consolidation of the 
two banks is to make possible substantial 
economies and more efficient and concen- 
trated operation,” said Mr. Blair. “The of- 
fices of the combined banks will be in the 
Union Guardian Building where additional 
space adjoining the former offices of the 
Union Joint Stock Land Bank has been se- 
cured.” 

The consolidated institution will be the 
seventh largest joint stock land bank in the 
United States, with total assets of over $23,- 
500,000. The bank will operate in Michigan, 
Ohio and Pennsylvania. 

Officers of the consolidated land bank are: 
Frank W. Blair, president; O. P. Gossard, 
executive vice-president; John G. Hibbard, 
vice-president and treasurer; A. G. Masters, 
vice-president and attorney; Merrill C. 
Adams, secretary; J. E. Fouser and M. M. 


FRANK W. BLAIR 


Chairman of the Board, Union Guardian Detroit Group 


Breen, assistant secretaries and assistant 
treasurers. The Union Joint Stock Land 
Bank was chartered under the Federal Farm 
Loan Act in May, 1923; the Ohio institution, 
in 1922. The capital structure of the con- 
solidated institutions shows capital and sur- 
plus of over $1,850,000. The Guardian De- 
troit Union Group, Ine., is composed of 
twenty-three banks, trust companies and 
other affiliated institutions in lower Michi- 
gan whose total resources exceed $500,000,- 
000. 


ELECTED VICE-CHAIRMAN UNION 
GUARDIAN TRUST COMPANY 

Clifford B. Longley, senior partner of 
Longley & Middleton, attorneys-at-law, was 
recently elected vice-chairman of the board 
of directors of the Union Guardian ,Trust 
Company of Detroit and has assumed active 
participation in the affairs of the trust com- 
pany. 

Mr. Longley was for many years head of 
the legal department of the Ford Motor 
Company, and when this department was 
discontinued in 1929, he became the head of 
the firm of Longley & Middleton, which firm 
has since that time acted as counsel for the 
Ford Motor Company and the Ford inter- 
Mr. Longley is also a director of the 
Universal Credit Corporation. 


ests. 


CuiFrForD B. LONGLEY 
Elected Vice Chairman of the Union Guardian Trust Co. 





TRADITIONS AND PROGRESS OF THE UNION AND NEW HAVEN 
TRUST COMPANY 


The history of the Union & New Haven 
Trust Company of New Haven, Conn., is a 
story of sixty-three years of steady growth 
based on consistent adherence to conservative 
banking principles. The present institution, 
housed in an impressive banking and office 
building which is particularly successful in 
its fidelity to Colonial architectural design, 
is the result of a merger consummated long 
before bank mergers were the order of the 
day. 

The Union Trust Company was incorporat- 
ed in 1868 and the New Haven Trust Com- 
pany” in 1895. These two institutions had 
enjoyed many years of successful service to 
the people of New Haven and vicinity when, 
in 1911, they joined forces to become the 
Union & New Haven Trust Company. This 
new company preserved the traditions and 
policies of its forebears and added the pro- 
gressive spirit of modern banking. 

The steady growth that had marked the 
Union and the New Haven trust companies 
continued in the new bank until the volume 
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ATTRACTIVE COLONIAL DESIGNED HOME OF THE 
UNION AND NEW HAVEN TRUST COMPANY OF 
NEW HAVEN, CONN. 


of business attained such size that larger 
quarters were essential and the new building 
at Chureh and Elm streets, overlooking the 
historic New Haven Green, was erected. 

At the present time, with trust funds to- 
taling more than $87,000,000 and deposits 
showing a constant growth, the Union & New 
Haven Trust Company enjoys a reputation of 
being not only the leading trust company 
and one of the soundest commercial banks in 
its territory, but also one of the most ably 
managed banking institutions in the east. 

The June 30th financial statement of the 
Union & New Haven Trust Company shows 
banking resources of $16,443,049 with de- 
posits of $12,812,626; capital, $1.458,700; 
surplus and undivided profits, $2,152,913. The 
officers Presi ient, W. Perry Curtiss: 
vice-president: Henry L. Galpin, Dean B. 
Lyman, Osborne A. Day; Edward M. Gail- 
lard; treasurer, Louis ID. Kennedy; secre- 
tary, John R. Daniel; trust officers, Emil L. 
Roth and Edward G. Armstrong; assistant 
treasurers: George FE. Somers, Franklin H. 
Burdge and Sheldon L. Stirling; auditor, 
Winfred H. Lockrow. 


are: 


PRUDENTIAL GROUP POLICIES FOR 
BANK EMPLOYEES 

The Prudential Insurance Company of 
America, which has its head office in Newark, 
N. J., is establishing new records in nego- 
tiating policies of life insurance covering 
groups of bank and trust company employees. 
The demand on the part of bank and trust 
company managements for group insurance 
policies to insure the welfare of employees 
and their dependents, has never been so pro- 
nounced as at the present time. 

The latest group insurance policy issued 
by the Prudential is for employees of the 
Weehawken Trust and Title Company of 
Union City, N. J., and its affiliate, the Wee- 
hawken Guaranty Company. The certificates 
are presented to employees by the trust com- 
pany. Employees are insured in amounts 
ranging from $500 to $5,000 each, the amount 
being determined by the length of service 
and position held and the insurance is being 
provided without contribution on the part 
of those benefited. The policy covers fifty-six 
workers for a_ total of approximately 
$150,000. 
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OFFICIAL CHANGES AT CHICAGO 
TITLE AND TRUST CO. 

Following the decease of A. R. Marriott, 
former president of the Chicago Title & Trust 
Company, the board of directors of the com- 
pany, at a recent meeting made the follow- 
ing changes in the executive organization: 
Harrison B. Riley was elected chairman of 
the executive newly created 
office; General Abel Davis was elected chair- 
man of the board of directors, succeeding 
Harrison B. Riley: Justin M. Dall was 
elected vice-chairman of the board, a newly 
created office, and retains also the office of 
senior vice-president of the company; Hol- 
man I). Pettibone, heretofore vice-president 
and trust officer, becomes president, succeed- 
ing Mr. Marriott; Donald Riley, a vice-presi- 
dent, assumes also the position of trust offi- 
cer. 


committee, a 


Harrison B. Riley is completing his fiftieth 
year in the service of the company. He re- 
tains active duties but of such a character 
that they may be performed without con- 
stant attendance at the office. General Davis 
became associated with the company nine- 
teen years ago as vice-president and direc- 
tor. Prior thereto he was president of the 
Real Estate Title & Trust Company. Mr. 
Dall has been associated with the company 


GENERAL ABEL DAVIS 


Elected Chairman of Board, Chicago Title and Trust 
Company 


for forty-six years and during the major 
portion of this time has been in charge of 
the Title Guaranty Department. Mr. Petti- 
bone has just completed twenty years of 
with the company and has been 
trust officer during the last five years. Don- 
ald Riley has been in charge of the financial 
department of the company. He is assuminz 
the duties of trust officer in addition to those 
of vice-president in charge of the financial 
department. 


service 


AN AUTOMATIC RECEIVING TELLER 

To meet the week-end rush the leading 
banks of Berlin, Germany, are installing au- 
tomatic receiving tellers at busy corners and 
in subway stations, which render it as easy 
to make a deposit as slipping a nickle in the 
slot machine for a block of chocolate or gum. 
The depositor drops a_ ten-pfenning piece, 
equal’ to three cents, into the machine and 
out comes an envelope upon which he in- 
scribes his name and the number of his ac- 
count. He places the deposit in the envelope, . 
drops it in another slit and in return re- 
ceives an acknowledgment slip which bears 
a serial number and which is also printed 
on the envelope. 


The Westchester Trust Company of Yon- 
kers, N. Y., has increased its annual dividend 
rate from 16 to 18 per cent. 


HARRISON B. RILEY 


Who has been elected Chairman of the Executive Commit- 
tee of the Board, Chicago Title and Trust Company 





HARRIS, FORBES AND CHASE SECURITIES MERGER EFFECTIVE 


Merger was effected on July 1st between 
two important investment banking and secu- 
rities distribution organizations when the 
newly incorporated Chase Harris Forbes Cor- 
poration formally acquired the business con- 
ducted for many years by Harris, Forbes & 
Company, and assumed the securities distri- 
bution portion of the Chase Securities Cor- 
poration, an affiliate of the Chase National 
Bank of New York. The stock of the new 
company is held by the Chase Securities 
Corporation which continues to function as a 
holding company, 

Although the two merging organizations 
maintained a total of sixty-nine offices or 
branches throughout the country, the number 
will be reduced to fifty-one owing to dupli- 
cations in eighteen cities. All the branches 
will be operated from New York through 
private wire system, except the Boston office 
which will be conducted through a separate 
corporation, known as the Chase Harris 
Forbes Corporation of Boston. Headquar- 
ters and staff of the consolidated corporation 
occupies the entire eighth and half of the 
ninth floor of the Chase National Bank 
building in New York, with the Chase Se- 
curities Corporation on the fifth floor. 

The senior executive officers of the new 
Chase Harris Forbes Corporation are as fol- 
lows: Lloyd W. Smith, chairman of govern- 
ing board; John R. Macomber, chairman of 
board of directors; Halstead G. Freeman, 
chairman of executive committee; E. Carle- 
ton Granberry, vice-chairman of board of di- 
rectors; Harry M. Addinsell, president. 

The chairman of the executive committee, 
Halstead G. Freeman, has been president of 
the Chase Securities Corporation. The other 
four executive senior officers have been as- 
sociated with Harris, Forbes & Company. 
Mr. Addisell, the president, has been a vice- 
president and director of Harris, Forbes & 
Company and is regarded as one of the fore- 
most authorities on public utility invest- 
ments. 

Executive vice-presidents of the Chase 
Harris Forbes Corporation are as follows: 
Jonas ©. Andersen, C. F. Bachelder, Charles 
W. Beall, Charles D. Berta, Fred S. Bur- 
roughs, Murray W. Dodge, John K. Stark- 
weather. 

Vice-presidents of the Chase Harris Forbes 
Corporation are: C. P. Anderson, Jr., L. 
LeB. Chapin, H. E. Duryea, William H. Eddy, 
Neilson Edwards, Penn Harvey, Henry H. 


Hay, Alfred R. Hunter, Duncan R. Linsley, 
John 8S. Linen, Parker Munroe, George Ram- 
sey, S. S. Rodman, Leslie W. Snow, Frank 
M. Stanton, Schuyler B. Terry, Don C. Whea- 
ton, George D. Woods. 

There is also a staff of seven vice-presi- 
dents with John P. Rickhoff, treasurer and 
assistant secretary ; Walter W. Downing, sec- 
retary and assistant treasurer. 

Albert H. Wiggin, chairman of the govern- 
ing board of the Chase National Bank, will 
continue as chairman of the board of the 
Chase Securities Corporation, while Robert 
L. Clarkson, who has been chairman of the 
executive committee of Chase Securities, be- 
comes president of Chase Securities, suc- 
ceeding Halstead Freeman, who goes to the 
new corporation. Charles S. McCain and 
Winthrop W. Aldrich, chairman of the board 
and president, respectively, of the Chase Na- 
tional Bank, continue as vice chairmen of 
the board of directors of the Chase Securities 
Corporation. 

The new corporation will have the benefit 
of the friendly relationship that has existed 
for many years between Harris, Forbes & 
Company and the Harris Trust & Savings 
Bank of Chicago. The Harris-Forbes or- 
ganization started in Chicago in 1882 as N. 
W. Harris & Company, and moved its head- 
quarters to New York in 1890. However, the 
name N. W. Harris & Company was kept 
alive by the Harris family in Chicago, and 
from it was formed the Harris Trust & Sav- 
ings Bank in 1907. The Harris interests 
plan to enter Wall street, as was intimated 
a few days ago, by organizing N. W. Harris 
& Company to cover the eastern territory. 


CHEMICAL BANK AND TRUST COMPANY 
OF NEW YORK 

The June 30th financial statement of the 

Chemical Bank & Trust Company of New 


York shows totals resources, $520,232,972, 
against $481,474,540 a year ago; deposits of 
$379,776,335, against $395,946,262; surplus 
and undivided profits, $42,260,926, against 
$22,632,326; capital, $21,000,000, against 
$15,000,000. Increase in capital and surplus 
reflects increase in shares last September. 
The bank showed $145,626,720 in cash and 
due from banks and $57,658,378 in United 
States bonds and certificates. Reserves 
against dividends, taxes, interest and other 
obligations amounted to $2,036,928. 
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New York 


STRENGTHENING BASIS FOR RECOVERY 

American business passed through the first 
half of 1931 at a practically unchanged level 
of activity. Such variations as have oc- 
curred have been mainly seasonal in charac- 
ter and have failed to show any convincing 
signs of a fundamental change in trend. The 
expansion of industrial operations during the 
first quarter brought some encouragement, 
but its possible favorable implications were 
surrounded with a good deal of doubt, due 
to the fact that the revival was accompanied 
by no indication of price stabilization. Sub- 
sequent events have proved that doubt to 
have been justified, 

Although no definite improvement has yet 
become visible, there is some basis for the 
growing belief that the lowest level of de- 
pression has been seen or will be seen within 
the very near future, and that some degree 
of tangible recovery should manifest itself 
during the second half of the year. The very 
fact that six months have passed without 
bringing further significant recession can rea- 
sonably be regarded as a sign that the proc- 
ess of readjustment is nearing completion. 
Moreover, the general level of activity ap- 
pears to have reached approximately as low 
a point, in comparison with what is generally 
regarded as normal, as it ever did in the 
course of past depressions. Behavior of se- 
curity and commodity markets has also been 
considerably more reassuring than it was 
during the earlier part of the year. Many 
corporation statements for the first half-year 
are unsatisfactory and have some depressing 
effects, which will, however, be lessened if 
the returning faith in future developments 
grows stronger, as seems likely. The im- 
portance of looking forward, rather than 
backward, is now being realized. 

With our abnormally large gold reserves, 
bank resources increased rapidly during the 
last decade; and this increase, combined with 
the growing tendency for corporations to 


finance their operations by issuing securities 
instead of borrowing from the banks, forced 
the latter to seek employment for their funds 
outside of the usual channels. The result 
has been apparent in the steady increase in 
bank investments, which has proceeded to a 
point where more than one-third of the total 
amount of earning assets of reporting mem- 
ber banks of the Federal Reserve System is 
represented by investments, us distinguished 
from loans in the usual banking sense. The 
same set of conditions is held responsible for’ 
the large-scale flow of bank funds into loans 
and investments based on real estate values. 
—(From “Survey,” issued by the Guaranty 
Trust Company of New York.) 


CHASE NATIONAL BANK MAINTAINS 
HIGH DEPOSIT LEVEL 

The Chase National Bank of New York 
maintains its world premier position as the 
largest commercial bank with resources ag- 
gregating $2,429,309,216 as of June 30th, and 
not including the statements of any of the 
Chase affiliates. Deposits aggregate $1,897,- 
544,378, representing an increase of $141,000,- 
000 as compared with the March 25th state- 
ment and as compared with the high record 
of $2,073,775,000 registered at the close of 
last year. Among resources are: cash and 
due from banks, $531,352,184; loans and dis- 
counts, $1,295,485,753; U. S. Government se- 
curities, $281,785,521; other securities, $183,- 
881,029; acceptances, $99,238,306. Capital is 
$148,000,000 ; surplus, $148,000,000 ; undivided 
profits, $28,580,823; reserve for taxes, inter- 
est and contingencies, $14,719,723. 


The National City Bank in New York and 


the First National Bank in Boston, have 
been designated by Colombia as the official 
bankers of that government in the United 
States. 

Fred W. Shibley, vice-president of the 
Bankers Trust Company of New York, has 
been elected a director of the Russell Manu- 
facturing Company, Middletown, Conn. 
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BANK AND TRUST COMPANY EARNINGS 
HOLD FAIRLY WELL 


Considering the lowering of money rates 
and the low ebb of business, the banks and 
trust companies of New York City have been 
able to acquit themselves with fairly well 
sustained earnings during the second quarter 
of the current year, although the results for 
the half year show the effect of lower earn- 
ings as compared with the first half of 1930. 
An important development is the strengthen- 
ing of the reserve position with a number of 
banks and trust companies setting up sub- 
stantial reserves out of surplus and undivid- 
ed profits. These reserves for contingencies 
do not necessarily represent depreciation, 
but are established as a matter of conserva- 
tive practice. 

The reports for the second quarter show 
a strong recovery from the decline in depos- 
its which mark the first quarter of the year. 
The Chase National maintains a marginal 
lead of nearly half a billion in assets over its 
nearest competitor. The National City Bank 
reports a gain of nearly half a billion in com- 
bined assets and increase of $427,000,000 in 
deposits since the March 25th statement. 
Other banks and trust companies likewise 
reveal substantial gains in deposits, which, 
however, is not an unmixed blessing in these 
days of low money rates and subnormal com- 
mercial demand for funds. 


UNITED STATES TRUST COMPANY OF 
NEW YORK 


The United States Trust Company of New 
York reports resources of $90,444,736 in its 
July 1st, financial statement, including cash 
on hand in Federal Reserve and in banks, 
$15,888,363 ; public securities, $7,652,500; pri- 
vate securities, $13,754,018; loans, $40,439,- 
754; bills purchased, $4,286,287; bonds and 
mortgages, $6,427,646. Deposits of $58,711,- 
818 represent an increase of $2,522,000 since 
the previous report of Mareh 25th. Capital 
is $2,000,000 with surplus of $24,000,000 anid 
undivided profits of $3,805,275. 


EMPIRE TRUST COMPANY 

An increase of over 3,000,000 deposits is 
shown in the June 30th financial statement of 
the Empire Trust Company of New York as 
compared with March 25, with total amount- 
ing to $84,700,635. Resources aggregate 
$99,002,094, capital stock is $6,000,000 with 
surplus and undivided profits of $6,561,655 
after deduction of $1,500,000 reserve for con- 
tingencies, the unused portion of which is 
$1,013,500. 
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NEW YORK STATE BANKERS IN ANNUAL 
CONCLAVE 


While the natural attractions of Saranac 


Inn, New York, were sufficiently alluring, 
the delegates attending the recent annual 
convention of the New York State Bankers 


Association directed serious attention to the 
problems which confront the banking busi- 
ness and heartily endorsed plans for strength- 
ening their respective institutions by reduc- 
ing interest on deposits, analyzing costs, ap- 
plying service charges and pursuing the 
paths of safety. Superintendent of Banks 
Broderick proferred some timely and sound 
advice as to conservative policies. The con- 
vention adopted resolutions indorsing Presi- 
dent Hoover’s international debt moratorium 
move and also urged favorable action on the 
application of railroads for higher freight 
rates. 

The election of J. Stewart Baker, president 
of the Bank of Manhattan Trust Company of 
New York, as president was a popular selec- 
tion. A. B. Merrill, president of the First 
Trust & Deposit Company of Syracuse, was 
elected vice-president. Harley Drollinger, 
vice-president of the Manufacturers & Trad- 
ers Trust Company of Buffalo, was re-elected 
state vice-president of the association. B. A, 
Gray of the Northern New York Trust Com- 
pany of Watertown, N. Y., was elected vice- 
president the Trust Company Div., A. B. A. 


THE NEW PRESIDENT OF THE NEW YORK 
STATE BANKERS ASSOCIATION 


John Stewart Baker, the newly elected 
president of the New York State Bankers 


Association, is one of the youngest bank 
presidents in New York City. He is presi- 
dent of the Bank of Manhattan Trust Com- 
pany and was elected to that office in 1927 
when he succeeded his father, Stephen Baker, 
who assumed at that time the newly cre- 
ated office of chairman of the board. Mr. 
Baker was born at Lawrence, L. I., in 1893 
and graduated from Princeton in 1915. 
Shortly after his graduation he became asso- 
ciated with the Bankers Trust Company as 
messenger. When the war made its appeal 
Mr. Baker joined the navy as ensign and 
served until his discharge from service in 
1919. He then became assistant cashier of 
the Bank of Manhattan Company. In 1920 
he was elected a_ vice-president and two 
years later a director. 


Addison H. Day of the Marine Midland 
Trust Company of New York is perhaps the 
oldest train commuter in the world. He 
started commuting in 1868. 
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NEARLY HALF BILLION GAINS BY NA- 

TIONAL CITY BANK OF NEW YORK 

One of the largest gains in deposits and 
total assets ever shown by a New York bank 
between calls is that recorded by the Nation- 
al City Bank of New York, The June 30th 
statement shows an immense increase in com- 
bined assets of $481,732,000, bringing aggre- 
gate to $1,973,140.595, which is. however, 
$456,000,000 less than the assets reported by 
the Chase National Bank under same date. 
Deposits of the National City total $1,460,- 
097,029, an increase of $427,000,000 over the 
March 26th statement and within half a mil- 
lion of the deposits reported December 31, 
1930. 

These figures are exclusive of the state- 
ment of the affiliated City Bank Farmers 
Trust Company which reports assets of $68,- 
771.154 and deposits of $44,102,308. Capital 
of the Farmers is $10,000,000; surplus, $10,- 
000,000, and undivided profits is $3,078,689, 
the latter item showing substantial increase 
during the second quarter. 

The National City Bank has capital of 
$110,000,000; surplus, $90,000,000 and undi- 
vided profits of $25,769,139. In addition 
there are reserves for contingencies, $7,318,- 
906; reserves for interest, discount, ete., 
$3,771,573, and reserves for taxes, dividends 
and accrued expenses, $9,157,936, making to- 
of $20,243,416. 


tal reserves 


IRVING TRUST COMPANY 

An inerease of $53,000,000 in deposits since 
March 25th, is shown in the June 30th, finan- 
cial statement of the Irving Trust Company 
of New York with total deposits of $547,- 
845,000. Resources of $780,592,645 represent 
a high degree of liquidity. Capital, surplus 
and undivided profits total $125,429,.417. 
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BANK OF MANHATTAN TRUST COMPANY 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 
COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 


Reciprocal Balances Based on Volume of Business 


HOBOKEN and BAYONNE 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 


DEPOSIT GAINS 

A gain of $56,883,000 in deposits is regis- 
tered by the Bank of Manhattan Trust Com- 
pany of New York during the second quar- 
ter of the current year, as shown in the 
June 30th statement with aggregate deposits 
of $454,.251,770. Resources during the same * 
period increased from $481,392,000 to $535,- 
991,690. Included among resources is cash 
in vault, Federal Reserve and due from 
banks of $173,675,735; acceptances of other 
banks, $13,178,628; U. S. Government, state 
and municipal bonds at market value, $55,- 


578.418; other securities at market, $29,- 
768,162; loans and discounts, $240,464,956. 
Capital is $22,250,000; surplus, $40,000,000 


and undivided profits, $10,760,205. 
The New York Title & Mortgage Company, 


a unit of the Manhattan Company reports 
assets of $68,705,108; capital, surplus and 


undivided profits of $64,655,285. 

The International Acceptance Bank, Ine., 
another unit of the Manhattan Company re- 
ports resources of $154,303,763. 


APPOINTMENTS FOR GUARANTY TRUST 

The Guaranty Trust Company of New 
York has been appointed transfer agent for 
American Depositary Receipts for Ordinary 
Registered and 6 Per Cent Cumulative Pref- 
erence shares of the F. W. Woolworth & 
Company, Limited; registrar for 75,000 
shares of capital stock of the Mercantile 
Bank & Trust Company; registrar for an 
additional 221,600 shares of common stock 
of the Electric Bond and Share Co. 


The Manufacturers Trust Company’s golf 
team retained its laurels as team champion 
in the recent tenth annual officers’ golf tour- 
nament chaperoned by the Bankers’ Athletic 
Club of New York. 
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The Oldest Trust 


Company 


in SMassachusetts 


Established 1868 
and its afhliated banks 


Ofter Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


BANK OF AMERICA IN NEW YORK 

The June 30th financial statement of the 
Bank of America, N. A., of New York shows 
total resources of $338,300,313 including cash 
in Federal Reserve, on hand and in banks, 
73,579,845; U. S. Government securities, 
$35,748,551; other bonds and securities, $28,- 
949,971; loans, discounts and acceptances, 
$163,914,025. Capital is $36,775,300; surplus, 
$29,500,000, and undivided profits, $3,213, 
557. The bank maintains a large reserve for 
contingencies amounting to $4,730,643, with 
total reserves of $5,751,085. Deposits 
amount to $218,596,000. 


KINGS COUNTY TRUST COMPANY 
An increase of $3,733,000 in deposits is re- 
ported by the Kings County Trust Company 
of Brooklyn in its June 30th return and as 
compared with the March 25th return, bring- 
ing total to $30,529,000. Resources amount 
to $37,762,665 with cash on hand, §$2,404,- 
081; cash in banks, $6,771,744; U. S. Govern- 
ment bonds, $5,125,987; N. Y. State and city 
bonds, $1,582,260; other bonds and stocks, 
$4,723,615, bonds and mortgages, $2,416,050; 
loans, $10,759,977 and bills purchased $3,- 
475,689. Capital is $500,000; surplus, $6,000,- 

000 and nets undivided profits, $530,215. 


BANK OF NEW YORK AND TRUST 
COMPANY 


The June 30th financial statement of the 
Bank of New York & Trust Company shows 
an increase in deposits from $95,373,000 on 
March 25th to $108,071,183. During the same 
period total assets increased from $128,084,- 
000 to $137,596,518. Capital is $6,000,000 with 
surplus and undivided profits of $14,254,896. 


Walter J. Brotherton has been appointed 
assistant cashier and James A. Mackay and 
Frank E. Rasmussen have been appointed 
assistant comptrollers of the National City 
Bank of New York. 


THE TRUST COMPANY OF NEW JERSEY 

The strong position of the Trust Company 
of New Jersey of Jersey City, is shown in 
the latest financial statement which sum- 
marizes aggregate resources of $95,579,844 
with cash on hand and in bank of $16,228,- 
000; U. S. Government, county and munici- 
pal bonds, $9,335,200; loans on collateral, 
$15,255,054; other securities, $12,586,108; 
bills purchased $18,377,115. Deposits aggre- 
gate $80,984,210. Capital is $5,700,000; sur- 
plus and undivided profits, $8,402,810. Re- 
sources of affiliated institutions, the Park 
Trust Company of Weehawken and the Moni- 
tor Trust Company of West New York, N. J.. 
bring total to $99,153,892. There are ten 
branch offices in Jersey City, Union City and 
Hoboken. 

The Trust Company of New Jersey recent- 
ly distributed its usual 4 per cent quarter- 
ly dividend to stockholders. 


JOHN MONTGOMERY MURPHY 

John Montgomery Murphy, assistant treas- 
urer of the Guaranty Trust Company of New 
York, who died recently while on sick leave 
at the home of his mother in Washington, 
D. C., was one of the foremost authorities on 
income tax matters. He was head of the 
income tax department of the Guaranty 
Trust Company and as a member of the 
joint taxation committee of the New Yors 
Banks and Trust Companies appeared fre- 
quently as expert witness before the Treas- 
ury Department and the Ways and Means 
Committee of the House. Mr. Murphy also 
took a valuable part in interstate taxation 
conferences. He was the son of Edward V. 
Murphy who was for many years official re- 
porter of the United States Senate, a posi- 
tion which his surviving brother still holds. 
Mr. Murphy became associated with the 
Guaranty Trust Company in 1917. 
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KINGS COUNTY TRUST COMPANY 


342, 344 & 346 Futron St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $530,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 


MARINE MIDLAND ACQUIRES TWO 
OSWEGO BANKS 

Subject to ratification by stockholders the 
Marine Midland Corporation, as holding com- 
pany of the Marine Midland Group of banks 
of New York, has acquired an additional 
bank, the First Second and National of Os- 
wego, N. Y., thus making a total of seven- 
teen banking institutions in the organiza- 
tion. The latest acquisition reports deposits 
of $5,700,000 and capital funds of $862,000. 


HARLEY F’. DROLLINGER 


Vice-president of the Manufacturers and Traders 

Trust Company of Buffalo, who has been re-elected 

vice-president to represent the New York State 

Bankers Association and the councils of the Amer- 
can Bankers Association 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


Resources of the Marine Midland Group at 
the close of last year aggregated $586,000,- 
000. 

In connection with the negotiations relat- 
ing to the Oswego bank, announcement is 
made of the election to the board of the 
Marine Midland Corporation of Floyd L. 
Carlisle, chairman of the Niagara Hudson 
Corporation and the New York Edison Com- 
pany and of H. Edmund Machold, vice-presi- 
dent of F. L. Carlisle & Company. These 
additions will materially strengthen the 
board. 

Negotiations are in progress for alignment 
of the Northern New York Trust Company of 
Watertown, N. Y., with the Marine Midland 
Group. 


ROCHESTER TRUST AND SAFE DEPOSIT 
COMPANY 

The oldest trust company in Rochester, 
N. Y. and organized in 1888 is the Rochester 
Trust & Safe Deposit Company which re- 
ports, as for June 30th, aggregate banking 
resources of $49,741,000 with deposits of $44,- 
683,000. Capital is $1,000,000; surplus and 
undivided profits, $3,567,537. Trust depart- 
ment assets are of large volume. Lucius W. 
tobinson is chairman and Robert C. Watson, 
president. 


MARINE MIDLAND TRUST COMPANY 

Aggregate resources of $107,535,000 re- 
ported by the Marine Midland Trust Com- 
pany of New York under date of June 30th, 
represent an increase of over eight million 
as compared with six months previous. Cash 
and with banks amount to $15,148,668; U. S. 
Government securities, $11,712,299; other in- 
vestments, $12,982,413 and loans and dis- 
counts, $53,081,290. Deposits total $74,530,- 
691. Capital, surplus and undivided profits 
amount to $19,632,000 with reserves of $552,- 
746. 
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JACOB H. HERZOG 
The Albany, N. Y., banking fraternity 


mourns the death of Jacob H. Herzog, presi- 
dent of the National Commercial Bank & 
Trust Company of that city. Only a few 
weeks ago Mr. Herzog assumed the office of 
president, succeeding Robert C. Pruyn, who 
had served the bank for more than half a 
century. Mr. Herzog became associated with 
an Albany bank soon after graduating from 
the Albany High School. Subsequently he 
became associated with the bank of which 
he was to become president. 





AMERICAN EXPRESS BANK ADDS TWO 
NEW DIRECTORS 

James Bruce, president of the Baltimore 

Trust Company, and John L. Kemmerer, 


COMPANIES 


TRUST PROMOTIONS AT BANK OF 
MANHATTAN TRUST COMPANY 

Due to the expansion of its trust depart- 
ment activities and to facilitate the han- 
dling of the increasing volume of this busi- 
ness, the board of directors of the Bank of 
Manhattan Trust Company of New York re- 
cently announced the following changes in 


the official staff: Andrew Wilson, Jr. and 
Leonard J. Wyeth were promoted from as- 
sistant vice-presidents to vice-presidents; 


J. Bryson Aird from assistant trust officer 
to assistant vice-president; Harold Powelson 
and Anne Houston Sadler from = assistant 
trust officers to trust officers. The following 
were added to the official staff as assistant 
trust officers: James A.’ Fryatt, John F. 
Gunn, Fontaine LeMaistre, Chester C. Vers- 
felt, Minor L. Wheaton and Harry C. White. 





chairman of the board of Whitney & Kem- 
merer, Inc., have been elected directors of 
the American Express Bank & Trust Com- 
pany of New York. Mr. Bruce, formerly 


The appointment of Henry H. Bame as as- 
sistant treasurer at the 185 Broadway office 
is also announced. 


vice-president of The Chase National Bank. 

recently returned to Baltimore to take up 

his new duties as president of the Baltimore The Bank Manhattan Trust Company 
New York has been appointed transfer 


Trust Company. 





S. Sloan Colt, president of the Bankers 
Trust Company of New York City, has been 
elected a director of American Bank Note 
Company. 


N.. 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Surplus and 


agent for the preferred and common stock of 
the F. & R. Lazarus & Company. 

York vaults are installed in the new sky- 
scraping home of the Genesee Valley Trust 
Company of Rochester, 


Undivided 
Capital Profits, Deposits, Par Bid Asked 
June 30, 1931 June 30, 1931 

American Express Bank & Trust Co.......$10,000,000 $5,502,300 $22,312,500 100 195 210 
Anglo-South American Trust Co........... 1,000,000 757,300 6,805,300 100 ae ae 
Banca Commerciale Italiana Trust Co...... 2,000,000 2,078,100 15,152,600 100 210 218 
Bank of Europe & Trust Co.............. 1,000,000 585,700 12,708,200 25 48 58 
pe ee re 1,500,000 1,000,000 13,413,500 100 25 27 
Bank of Manhattan Trust Co............. 22,250,000 50,760,200 454,273,000 ... 6914 7214 
Denk of N. ¥. & Trust Co,..............- 6,000,000 14,254,900 108,071,200 100 510 530 
OE OS Ee ee rere: 25,000,000 87,792,400 639,266,700 10 9314 9614 
eome County Treat Co... .....6.cacccesce 1,550,000 504,900 20,690,200 20 28 33 
SS eee 8,200,000 18,112,200 136,862,700 100 380 390 
Central Hanover Bank and Trust Co....... 21,000,000 83,630,600 647,205,900 20 218 223 
Chemical Bank & Trust Co............... 21,000,000 44,260,900 368,134,900 10 4514 4714 
City Bank Farmers Trust Co............. 10,000,000 13,078,700 44,102,300 20 7934 8234 
Corn Exchange Bank & Trust Co.......... 15,000,000 32,629,000 237,629,200 20 95 99 
Corporation Trust Co............cccceses 500,000 129,900 67,500 ... aie roe 
Oe eee ere 4,000,000 4,627,900 23,304,700 25 46 49 
I I 65a, 60 eosin re done eco 4s we 6,000,000 6,561,700 84,700,600 20 451% 4814 
EE IO en cccaccscucscseensoaes 2,000,000 3,450,800 18,113,700 100 310 350 
eee Se" 9 rere 90,000,000 208,427,000 1,343,932,900 100 450 458 
EES S| eae eee 3,000,000 2,061,000 22,101,800 100 118 121 
International Trust Co.............2cces 3,200,000 2,071,300 7,992,800 20 * 10 
er 50,000,000 75,429,400 543,960,200 10 32 34 
meemee Country Trust Co.........cccceccees 500,000 6,530,200 30,599,600 100 2450 2650 
I Ens ko kde cdceddvcse’ 3,000,000 4,256,700 20,561,800 ... ate pita 
Manufacturers Trust Co.................. 27,500,000 24,380,500 237,858,600 25 425, 445, 
Marine Midland Trust Co................ 10,000,000 9,632,800 Rr nts 
Me EE EO 5 nc cerccvccssecics 12,500,000 35,644,000 342,202,000 25 141 146 
‘Ze Guarantees & Trust. ...... 0.200.000. 10,000,000 24,860,800 45,398,900 20 128 138 
Underwriters Trust Co..................- 1,675,000 1,446,700 9,354,900 10 17 21 
Weeeee wemtes Trust Co...... 2.2.02. ccces- 2,000,000 27,805,300 58,711,800 100 2800 3000 
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Philadelphia 


Special Correspondence 


PENNSYLVANIA BAR ASSOCIATION FA- 
VORS UNDERSTANDING WITH TRUST 
COMPANIES 


The subject of unauthorized practice of 
the law came in for considerable attention 
at the recent thirty-seventh annual meeting 
of the Pennsylvania Bar Association. <A 
large part of the annual address of the pres- 
ident, John B, Brooks, was devoted to a re- 
cital of grievances and encroachments upon 
the field of legal practice from unlicensed 
persons and corporations. A disposition to 
deal cooperatively with trust companies was 
indicated in the annual address in the course 
of which Mr. Brooks said: 

‘Because of the close relationship existing 
between banks, trust companies, and mem- 
bers of the Bar, it would seem that an ami- 
eable and satisfactory arrangement could be 
made whereby they would limit themselves 
to the activities properly within their own 
Such arrangements have 
been worked out in New York, Chicago, 
Cleveland, and several other of the larger 
cities, apparently to the mutual satisfaction 
of both the lawyers and the banks. 

“The Pennsylvania Bankers Association, 
at its annual meeting last month in Atlantic 
City, authorized and directed the appoint- 
ment of a committee to investigate and gen- 
erally consider this whole question to the 
end that proper and free relations between 
the members of the bar, and the banks and 
trust companies, be established and enforced. 
A resolution will be offered asking this asso- 
ciation to appoint a committee to cooperate 
with the one appointed by the bankers. It 
will, therefore, be in order at the proper time, 
if you deem it advisable, to authorize the 
appointment of committees, one to cooperate 
with that of the American Bar Association, 
and one which the Pennsylvania Bankers 
Association will ask to have appointed.” 

In accordance with the recommendation by 
President Brooks the Pennsylvania Bar Asso- 
ciation has authorized a special committee 
to cooperate with the Pennsylvania Bankers 
Association. 


respective spheres. 


David S. Mather was recently elected a 
vice-president of the Fidelity-Philadelphia 
Trust Company of Philadelphia being ad- 
vanced from the post of assistant vice-presi- 
dent. Kenneth G. LeFevré was chosen an 
assistant treasurer of the company. The 
company reported in March total trust funds 
of $903,000,000. 
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A FEDERAL CORPORATION 


Union Trust Company 


OF THE DISTRICT OF COLUMBIA 







Capital - - - $2,000, 000.00 
Surplus and Undivided Profits - 870,000.00 
OFFICERS 
EDWARD J. STELLWAGEN.......0-0scccees President 





GEORGE E. HAMILTON......Vice-President, Attorney 


and Trust Officer 
GEORGE E. FLEMING. Vice-Pres. and Ass’t Trust Officer 










WALTER G. TEAMRAW «5 occieisc ciccinecca Vice-President 
EDWARD L. HILLYER.V.-Pres. and 2d Ass’t Trust Officer 
Eeeon &. CLs. .......+. Vice-President and Treasurer 
IRVING ZIRPEL..Secretary and 3d Asst. Trust Officer 
W. FRANK D. HERRON..........Assistant Treasurer 
S. Wissen MAAR. 2. ccc cccece Assistant Treasurer 
G. ELMER FLATHER............. Assistant Treasurer 
Writast S. LYONS... scccccces Assistant Secretary 
5. WREtRy CEAMOITT, JR...0. 060d Assistant Secretary 
WILLarRD G. McCGRAW............/ Assistant Secretary 











JAY GATES RETIRES FROM 
PENNSYLVANIA COMPANY 


For many years prominent in Philadelphia 
banking and trust company circles, Jay Gates 
has retired from active duties as a_vice- 
president of the Pennsylvania Company for 
Insurances on Lives and Granting Annuities. 
His withdrawal was an occasion for regret to 
and to the many clients with 
whom he came in contact during his more 
than twenty years of relationship with The 
Pennsylvania Company. His resignation also 
brought tributes from the board of directors 
for valuable services rendered. Mr. Gates 
plans to make an extended trip to Europe 
and to rest in order to recover his health. 

Mr. Gates became associated with the 
Pennsylvania Company for Insurances on 
Lives and Granting Annuities as an assistant 
trust officer in February, 1910. Later he was 
elected vice-president, devoting his activities 
to the administration of trusts. Prior to 
becoming associated with the Pennsylvania 
Company Mr, Gates was second vice-presi- 
dent and title and trust officer of the Ger- 
mantown Trust Company. He is a brother 
of Thomas S. Gates, formerly of Drexel & 
Company, and now president of the Univer- 
sity of Pennsylvania. 

Mr. Gates was active in the work of the 
Pennsylvania Bankers Association, and for 
several years served as chairman of the 
Trust Company Section of the organization. 


associates 


In 1920 the Girard Trust Company of 
Philadelphia reported individual trust funds 
amounting to $240,000,000 which have _ in- 
creased during the past eleven years to an 
aggregate of $821,291,000 as reported in 
March of this year. This growth has been 
accomplished without merger with any other 
institution. 
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PENNSYLVANIA STANDS FOR STATE 
AUTONOMY IN BANKING DEVELOPMENT 

Pennsylvania is among the foremost states 
in defending the autonomy of the states and 
as opposed to the plan of branch banking by 
national banks on lines of “economic area” 
as urged by Comptroller of the Currency 
Pole. The prevailing banking sentiment in 
Pennsylvania is fairly expressed by the se- 
nior United States Senator David A. Reed 
of Pennsylvania in his recent address before 
the Pennsylvania Bankers Association. He 
said on this subject: 

“It seems to me that our conditions in a 
settled state like Pennsylvania, are entirely 
different from the conditions of the recently 
grown up and sparsely settled states of the 
west. I can see that the overhead is inevi- 
tably going to eat up the $25,000-bank stuck 
out in some far distant farm village in the 
prairies of North Dakota. I can see per- 
fectly well that a unit bank of that sort is 
laboring against an almost impossible handi- 
cap. But that is not Pennsylvania. I have 
a notion that in a community like ours it 
would be a calamity to allow one, two, or 
half a dozen huge city banks to spread 
branches all over the state and absorb from 
our settled country counties all of their 
worth into the cities, all of the surplus capi- 
tal of those rural communities. 





; JOHN M. FRASER 
General Agent in New York City and head of the 


largest agency of the Connecticut Mutual Life 
Insurance Company 
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“For that reason, in the few cases that 
have come up when one could vote his con- 
victions on this subject, I have taken the 
position: first, that branch banking should 
be permitted only within the county in which 
the parent bank is situated; that no bank 
large or small should be allowed to establish 
a branch in another county; and finally, that 
branch banking, even within the county it- 
self, should be permitted only when author- 
ized by the Legislature of that state which 
is concerned. It seems to me that that best 
preserves the autonomy which we in Penn- 
sylvania have learned to use wisely. The 
comparatively small number of banks in 
Pennsylvania that have gone under during 
this last period of stress is pretty good evi- 
dence that Pennsylvanians know how to run 
their banks, when we consider the degree of 
the depression that has overtaken some of 
our industries.” 


TRUST FUNDS HELD BY FIDELITY- 
PHILADELPHIA TRUST COMPANY 

An increase of approximately two hundred 
millions in trust funds is recorded by the 
Fidelity-Philadelphia Trust Company since 
the close of 1928. During that period of 
two and a half years the total climbed from 
$712,366,000 to $910,050,641. During the first 
half of the current year the increase has 
amounted to around twenty millions. Cor- 
porate trusts total $814,538,000. The latest 
financial statement of the company shows 
resources of $153,365,792; deposits, $115,929,- 
000. Capital is $6,700,000; surplus, $21,000,- 
000; undivided profits, $5,420,000; reserve 
for contingencies, $1,050,000. 

J. Willison Smith, president of the Real 
Estate-Land Title & Trust Company of Phila- 
delphia has been appointed a member of 
the Board of City Trusts of Philadelphia. 
The appointment was made by the Board of 
Common Pleas Judges at a special meeting. 
Mr. Smith fills a vacancy caused by the 
death of Dr. Hobart A. Hare. 





Three new directors have been elected to 
the board of the Provident Mutual Life In- 
surance Company. M. Albert Linton, who 
succeeds Asa S. Wing as president of the 
company, was elected to fill Mr. Wing’s place 
on the board; Andrew J. Davis, vice-presi- 
dent of the company, was elected to succeed 
Levi L. Rue, deceased, and F. Morse Archer. 
is the third new director recently elected. 


The Peoples Bank & Trust Company of 
Passaic, N. J., recently took possession of 
its new home which was constructed at a 
cost of nearly $1,000,000. 
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A TEN-YEAR ESTATE BUILDING 
PROGRAM 

Among the features of trust service de- 
veloped by the Integrity Trust Company of 
Philadelphia is a ten-year program for estate- 
building which combines life insurance, sav- 
ings and trust service. The first step is a 
survey of necessary expenses and probable 
income of the individual. For every $100 
per month put aside there is the possibility 
of an estate of $12,000 in ten years, plus the 
income from accumulating investments at 
compound interest. If part of the premiums 
on such $1,200 a year is invested in premiums 
on a $12,000 policy, the family estate is 
doubled. By availing of experienced trust 
service the investments yield not only insur- 
ance premiums but leave a surplus income. 
By tying up the estate with a trust agree- 
ment all details of the plan are attended to 
and future distribution provided in accor- 
dance with the stipulations of the trustor. 





During the past eleven years the Pennsyl- 
vania Company for Insurances on Lives and 
Granting Annuities of Philadelphia has in- 
creased its volume of individual trust funds 
under administration from $257,4381,000 to 
$773,974,000 as of March 25, 1931. 

Combined resources of the 913 members 
of the Federal Reserve Bank of Philadelphia 
aggregated $4,873,542,000 under the call of 
last March, a total which was only exceeded 
once before. Time deposits were $1,664,000,- 
000 and demand deposits $1,494,000,00v. 

Louis F. Paret, general agent of the Provi- 
dent Mutual Life Insurance Company, has 
been elected president of the Philadelphia 
Association of Life Underwriters, succeeding 
Arthur B. Cheyney. 
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ELECTED DIRECTOR OF PROVIDENT 
TRUST COMPANY 

At a recent meeting of the board of direc- 
tors of the Provident Trust Company of 
Philadelphia William W. Bodine was elected 
a director to fill the vacancy caused by the 
death of Levi L. Rue. Mr. Bodine is vice- 
president of the United Gas Improvement 
Company, a director of the First Nationa! 
sank of Philadelphia, a trustee of the Penn 
Mutual Life Insurance Company and a man- 
ager of the Western Saving Fund Society of 
Philadelphia. 





William J. Curry, of the Merion (Pa.) 
Title & Trust Company, has been elected 
president of the Philadelphia Conference of 
Bank Auditors and Comptrollers. 

Donald Horsey, formerly treasurer of the 
Sixty-ninth Street Trust Company of Phila- 
delphia, has been elected vice-president of 
the Paoli Bank & Trust Company of Paoli, 
Pa. 

Frank M. Hardt, vice-president of the Fi- 
delity-Philadelphia Trust Company, was 
chairman of a customers’ committee which 
recently negotiated transfer of a large part 
of the insolvent brokerage business of West 
& Company to Montgomery, Scott & Com- 
pany, members of the New York Stock Bx- 
change. 

A handsome trophy has been offered by 
Cc. Addison Harris, Jr., president of the 
Franklin Trust Company of Philadelphia for 
the best contribution to a forum on “My One 
Best Bet” to be conducted during a special 
luncheon during the forthcoming annual con- 
vention of the Financial Advertisers Asso- 
ciation at Boston, to which all delegates are 
eligible as contestants. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Central Trust & Savings............. $1,000,000 
Continental Equitable............... 1,000,000 
Fidelity-Philadelphia Trust Co........ 6,700,000 
lps gL eee 500,000 
Ee ee 3,000,000 
Germantown Trust... ... 2.06. s0se6ses 1,400,000 
oO go > eee eee 4,000,000 
Tnieirtal Trias Co... . occccccscscees 882,251 
SIMORCIEY THUR. ..0.6oc6icccccccccccess 2067000 
Kensington-Security Bank & Trust ... 1,300,000 
Liberty Title & Trust...............- 1,000,000 
Ninth Bank and Trust............... 1,375,000 
North Philadelphia Trust............ 500,000 
ek ren. 500,000 
Northwestern Trust Co.............. 200,000 
Penna. Co. for Insurances............. 8,400,000 
le | re 3,200,000 
Real Estate Land Title and Trust..... 7,500,000 
ee Se 3,131,200 
United Security Trust................ 750,000 


Surplus and +. 
Undivided 
Profits, Deposits, Par Last Date of 
Mar. 25,1931 Mar. 25,1931 Value Sale Sale 
$1,966,170 $6,321,232 10 10 6-24-31 
3,099,855 16,135,232 5 1934 6-17-31 
26,540,545 116,883,260 100 535 7- 1-31 
2,206,703 10,137,747 10 100 9-25-29 
7,699,704 29,579,306 10 28 5-27-31 
4,299,031 22,456,679 10 46 5-20-31 
17,680,079 87,941,468 10 130% #&«;%7- 8-31 
4,525,702 17,661,829 10 60 5-20-31 
15,951,885 60,928,589 10 85 4-29-31 
4,246,203 18,375,709 50 350 5-21-30 
1,759,704 7,099,457 50 200 2- 4-31 
3,260,319 22,581,129 10 40% 2-11-31 
1,515,644 8,226,737 50 8325 11-— 5-30 
3,996,212 13,079,691 100 1220 4— 9-30 
2,695,081 8,198,700 10 156 11-19-30 
36,252,554 274,999,785 10 7034 7-15-31 
17,076,720 31,555,069 100 570 4-22-31 
16,832,071 44,661,251 10 27 7- 8-31 
2,478,684 6,731,859 100 155 7- 8-31 
787,479 8,942,069 100 Sis) Saretaveeeeters 
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K. H. MATHUS MADE CONN. MUTUAL 


EDITOR 
According to a recent announcement of 
James Lee Loomis, president of the Con- 


necticut Mutual Life Insurance Company of 
Hartford, Kenilworth H. Mathus has been 
appointed Editor of Publications. In his new 
position Mr. Mathus succeeds E. Chester 
Sparver, who recently became director of 
agencies for the Reliance Life Insurance 
Company of Pittsburgh. 

Kenilworth H. Mathus first started in life 
insurance, after experience in newspaper and 
advertising agency work, as a salesman in 
the Providence agency of the Penn Mutual 
Life Insurance Company of Philadelphia. He 
later became advertising manager of the 
United Life and Accident Insurance Com- 
pany of Concord, N. H., and on September 
1, 1925, entered the agency department of 
the Connecticut Mutual Life Insurance Com- 
pany of Hartford, with duties along adver- 
tising and sales promotion lines. 

The company’s monthly magazine of sales- 
manship, ConMuTopics, has been developed 
and brought to its present position among 
the best known insurance publications under 
his direction. For some time past, Mr. 
Mathus has been in charge of all publica- 
tion, advertising and sales promotion activi- 
ties of the Connecticut Mutual. Mr. Mathus 
is also well known in advertising and insur- 





KENILWORTH H. MATHUS 


appointed Editor of Publications of the Connect- 
icut Mutual Life Insurance Co. of Hartford, 
Conn. 
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HOTEL 
DELMONICO 


PARK AVENUE AT 59th 
New York City 


A Distinguished New York 
Residence and Restaurant 


John F. Sanderson 


Manager 





circles as a writer on business 

He is the author of “The Eyes Have 
It, In Selling Life Insurance,” a volume 
which pioneered in advocating the use of 
graphic and visual sales aids in the life in- 
surance field. Nearly 9,000 copies of this 
book have been sold to date. He is also the 
author of another volume of dia- 
logues” soon to be published. Articles from 
his pen have appeared in the Literary Digest, 
Printers Ink, Postage and the Mailbag, and 
many of the leading insurance magazines. 

Mr. Mathus has always been active in the 
work of the Chamber of Commerce and the 
Insurance Advertising Conference, and is a 
member of the Life Group Development 
Committee of the latter body. He is a di- 
rector of the Hartford Advertising Club, and 
was formerly chairman of the Hartford 
House Organ Editors. He is a graduate of 
Brown University and a member of Phi Delta 
Theta fraternity. 

Royden C. Berger, of the company’s De- 
partment of Publications, is appointed as- 
sistant editor of ConMuTopics. Mr. Berger 
came to the Connecticut Mutual from his 
former post as instructor in English at St. 
Christopher’s, Richmond, Va. He is a grad- 
uate of Trinity College, Hartford. 
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Boston 


Special Correspondence 


THE NEW CONSCIOUSNESS IN 
NEW ENGLAND BANKING 

The “decadent” Eastern tier of New Eng- 
land States is teaching the rest of the na- 
tion a valuable new lesson in economic co- 
ordination and renaissance. The substance of 
it is that the material welfare of a people is 
not bounded or determined by state or geo- 
graphical subdivisional lines—that the flow 
of business, commerce, finance and industry 
is something of an interdependent charac- 
ter and that no one community or even state 
can prosper while others in neighboring 
groups are backward. The recent sixth New 
England Conference, marking the fifth year 
of the functioning of the New England Coun- 
ceil, is the visible expression of this new 
“consciousness” in New England, which is 
manifesting itself in a combination of typi- 
eal pride of tradition, “Down East” canni- 
and resourceful teamwork. It is not 
so much what has been actually ac- 
complished thus far—and that is not incon- 
siderable in comprehensive measures—but 
the promise of what shall be achieved in the 
future. Today, the Bostonese no _ longer 
thinks in terms of smug exclusiveness. His 
vision encompasses the whole of New Eng- 
land and in the same manner the rest of 
this section of the country has shaken off 
the provincial blinders. It is the old D’Arta- 
gnan, slogan of “One for All and All for One.” 

This robust reawakening of the old New 
iingland spirit is making itself particularly 
known in the relation of banking and finance 
to industry, commerce and productive re- 
sources of the and the dynamics of 
power. <A particular feature of the recent 
Conference was the very marked activity of 
representative banking interests from the 
various communities of New England. Of 


ness 


as to 


soil 


the Sl members of the New England Council 
there are no less than 45 listed as active 
hankers from the six inclusive states. As a 


preliminary basis for the more virile func 


tioning of Janking and the mediums of fi 
hancing and credit, there was presented at 


the Conference a comprehensive study of the 
need and possibilities of closer relationships 


between banks and their industrial custo- 
mers. The fund for the conduct of this 
"Oo 


study was raised by contributions from 


-) 


New England bankers. What is more to the 
point the investigators were instructed not 


to overlook the weak spots and to point out 
frankly where and how bankers were delin- 
quent in “not being on the job.” 
posed formula 


The pro- 
does not stop at explaining 
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the duties of the banker toward the indus- 
tries and business of his community, but 
goes further and strives to enlighten indus- 
trial and business managers, wherever vision 
is lacking, as to the manner of conducting 
their enterprises with all possible vigor and 
adaptability to changing requirements. 


SPRINGFIELD SAFE DEPOSIT & TRUST 

The Springfield Safe Deposit & Trust Com- 
pany of Springfield, Mass., reports total bank- 
ing and trust department assets of $68,429,- 
034. The banking resources amount to $15,- 
OSS,745 and deposits $12,411,429, with capital 
of $1,000,000; surplus and undivided profits, 
$1,587,664. The trust department adminis- 
ters trust and estate accounts aggregating 
$53.340.289. George H. Kemater is president. 
The trust department is headed by Edward 
Kronvall, vice-president and trust officer. 
Long, commissioner of corpora- 
tions and taxation for the Commonwealth 
of Massachusetts, announces that the state 
tax on national banks and trust companies 
for 1931 will be 6.53 per cent. The rate for 
1930 was 6.40 per cent. 

The Lawrence Trust Company of Law- 
rence, Mass., has reduced the par value of its 
capital stock from $100 to $10 per share. 


Henry F. 
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FIRST NATIONAL OF BOSTON TRANS- 
FERS TEN MILLIONS TO RESERVE 

The sum of ten million dollars has been 
ransferred by the First National Bank of 
soston from surplus and profits to reserve 
for contingencies. The June 30th financial 
statement shows, after such transfer, sur- 
plus and undivided profits of $32,636,842 with 
eapital of $44,500,000. Total reserves, includ- 
ing interest, taxes, dividend, unearned dis- 
count and contingencies amount to $13,474.- 
782. The financial statement shows resources 
of $677,373,153, embracing cash and due from 
banks, $103,641,396; U. S. Government bonds, 
$78,623,062; state and municipal securities, 
$25,249,046; acceptances of other banks, $50,- 
876,807; demand loans to brokers, $32,811,- 
246; loans, discounts and investments, $332.- 
992,214; customers’ liability on account of 
acceptances, $34,767,998. Deposits aggregate 
$530,927,528. These figures do not include 
the affiliated Old Colony Trust Company and 
the First National Old Colony Corporation. 


RATHBONE GARDNER 

Rathbone Gardner, a prominent figure in 
financial and legal circles of Providence, 
R. I., died recently at his summer home in 
Saunderstown. In 1907 he was appointed re- 
ceiver of the Union Trust Company of Provi- 
dence and through his skilful management 
all claims against the company were met and 
it was enabled to continue business on a 
sound and increasingly profitable basis. Mr. 
Gardner was descendant from one of the 
oldest families of Rhode Island and a gradu- 
ate of Brown University. Earlier in his pro- 
fessional career he was United States Dis- 
trict Attorney. 


The Western Massachusetts Bank & Trust 
Company has opened for business in Spring- 
field, Mass., occupying its own new home. 
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SHAWMUT INVESTMENT TRUST 
The Shawmut Bank Investment Trust, af- 
filiate of the Shawmut National Bank of 
Boston, reported for the quarter ended May 
31 income from interest and dividends of 
$78,614, with a balance of $64,373 remaining 
for administrative expenses. Including loss 
on securities sold, a net reduction of $18,984 
was shown in surplus and undivided profits. 
sased on May 29 market values, the assets 
of the trust were appraised at $5,948,213. 
The trust began operations in February, 1927, 
with a fund of $6,000,000, represented by 
$5,000,000 senior debentures, $1,000,000 junior 

notes and 75,000 shares of bonus stock. 


William A. Barron, Jr., a director of the 
National Shawmut Bank of Boston, has been 
apppointed an alumnic association director 
of Harvard University. 

The First National Old Colony Corpora- 
tion of Boston has issued its 1981 survey 
containing statistical information of the 
shares of the principal banks and trust com- 
panies of the United States with deposits of 
$25,000,000 or more. 

Since the close of 1929 the Boston Safe 
Deposit & Trust Company shows increase 
in trust department assets from $189,531,000 
to $208,642,000 as shown in the March 25, 
1931 return. 

A trust for the benefit of agriculture and 
community life in New Hampshire has been 
founded at Concord by George Martin Put- 
nam, president of the New Hampshire Farm 
Bureau Federation and a descendant of 
General Israel Putnam of Revolutionary 
War Fame. 

Leonard B. Markham, cashier of the Mid- 
dletown National Bank & Trust Company 
at Middletown, Conn., has been appointed 
county treasurer by the Board of County 
Commissioners. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Boston Safe Deposit and Trust Co.......$2,000,000 
Charleston Trust Co 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co 1,000,000 
oad a. & a win cb ave eae ar ale 2,500,000 
Exchange Trust Co 1,500,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co................ 200,000 
Kidder Peabody Trust Co 500,000 
Lee Higginson Trust Co 500,000 
New England Trust Co 1,200,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co 2,500,000 


Undivided Profits, 


Assets, 
Trust Dept. 
March 25, 1931 


$208,642,860.10 


Surplus and 

Deposits, 
March 25, 1931 
$19,343,982.10 
1,002,351.50 
788,321.35 
5,178,293.16 a 
6,529,248.05 4, 
1 
1 


March 25, 1931 
$3,800,879.21 
45,190.99 
258,875,56 
384,056.08 
348,549.18 
1,624,741.27 
633,056.17 
125,566.37 
97,911.25 
306,674.25 


46,212.19 
21,154.89 
95,845.75 
88,964.78 
9,482,782.21 
108,911.39 
14,234,828.30 


4,996,216.32 

350,000.00 
2,864,839.98 
1,583,948.54 
2.589,197.77 


0 
8 
4 
3 


, 
’ 


771,234.62 
3,908,226.18 
5,148,986.47 
4,152,224.46 
3,538,030.95 


12,177,724.94 
26,319,911.95 
3,702,917.05 
57,201,997.19 
9,055,811.82 


24,272,676.25 
118,241,163.39 
282,395,143.25 
53,716,721.17 
10,534,897.45 
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Chicago 
Special Correspondence 


EFFECTIVE SUPERVISION AND 
EXAMINATION 


One result of the somewhat drastic but 
seemingly unavoidable clearing up of bank- 
ing conditions in the outlying districts of 
Chicago, is a demand for more efficient state 
supervision and extension of clearing house 


examination. Notwithstanding the growth 
of banking in Illinois it is one of the few 
remaining states which is still without a 


separate and independent state banking de- 
partment. At present control and supervision 


is exercised in the office of the Auditor of 
Public Accounts. 
Organization of new banks has been too 


easy and very often men have been admitted 
to banking authority who have had neither 
the necessary qualification or experience. 
Another reaction to recent developments is 
the apparent wisdom of extending clearing 
house supervision and independent examina- 
tions. The system of clearing house examina- 
tion, which is now so efficient in larger cities 
of the country, originated in Chicago and 
has attained a high standard of efficiency. 

As regards needed changes in the state 
banking system, the Illinois Bankers Asso- 
ciation adopted a resolution at the recent 
annual convention. which reads: 

“We recommend that legislation should be 
enacted which will provide for the estab- 
lishment of an individual State Banking De- 
partment, separate from the auditor’s office, 
With an appointed head, free from all pos- 
political entanglements. The banking 
interests in this state are of sufficient im- 
portance to justify a department which will 
give its undivided attention to their super- 
vision. The authority of granting charters 
should be restricted to public convenience 
and necessity to guard against over-banking, 
and only to qualified persons in the interest 
of good banking.” 


sible 
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MERGER OF CENTRAL TRUST COMPANY 
AND NATIONAL BANK OF REPUBLIC 


Physical merger of the National Bank of 
the Republic with the Central Trust Com- 
pany of Illinois, in Chicago, will be com- 
pleted with ratification of terms by stock- 
holders of the respective banks on July 25th. 
The merger will result in the third largest 
banking organization in Chicago and will 
have the title of Central Republic Bank & 
Trust Company. The merger, which has been 
expected for a long time and which is a 
most logical one, will add greaily to the 
banking power of the city, having combined 
capital, surplus and undivided profits of 
$33,000,000 of which $5,000,000 will be ecapi- 
tal of the securities affiliate. Consolidation 
Was assured by the amount of assenting de- 
posits from stockholders. 

The business conducted by the National 
sank of the Republic will be transferred 
across the street from its present quarters, 
to the spacious building now occupied by 
the Central Trust Company, which is com- 
plete and modern in every detail. Generai 
Charles G. Dawes, former Vice-President of 
the United States and now Ambassador to 
England, will retain his office as honorary 
chairman of the board, which he has held 
with the Central Trust Company. John A. 
Lynch will be chairman of the executive 
committee. Joseph E. Otis and David R. 
Forgan will be co-chairmen of the board with 
Ilugo E. Otte, as vice-chairman. John W. 
O’Leary, with M. E. Greenebaum, will also 
be vice-chairmen. FE. V. R. Thayer will be 
vice-chairman of the executive committee. 

Philip R. Clarke, president of the Central 


Trust Company, will continue in that ea- 
pacity in the consolidated institution. The 
senior vice-presidents will include: GC. G. 


Dawes, Ward C. Castle, J. E. Greenbaum, 
A. R. Floreen, J. E. Lindquist and Aaron 
Colnon. Lucius Teter will remain chairman 
of the Chicago Trust Company, which will 
retain its corporate existence as it did be- 
fore the combination. 
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the June 30th financial 
statements of the Central Trust Company 
of Illinois, the National Bank of the Repub- 
lic and the affiliated Chicago Trust Company, 
the combined deposits amount to 
$58,000. The Central Trust Company reports 
resources of $154,925,000; deposits, $124.- 
295,000. The Republic reports resources of 
$154,209,020. 


On the basis of 


$265,- 


EXTRA DIVIDEND BY CHICAGO TITLE 
AND TRUST COMPANY 

In these days when corporation dividends 
are being reduced or passed, it is refreshing 
to record an extra dividend of 2 per cent 
authorized by the directors of the Chicago 
Title & Trust Company and which was paid 
to stockholders July 1st. The board of direc- 
tors also named Melvin A. Traylor, president 
of the First National Bank, as a member of 
the finance committee. 

Holman D. Pettibone, newly elected presi- 
dent of the Chicago Title & Trust Company. 
was named as an executor in the will of the 
late Walter A. Strong, who was publisher of 
the Chicago Daily News, leaving an estate 
amounting to $2,500,000. The widow and at- 
torney of the testator, Laird Bell, were alse 
named as executors. 


HARRIS TRUST AND SAVINGS BANK 

During the ten year period from June 30, 
1921 to June 30, 1931, the Harris Trust «& 
Savings Bank of Chicago has scored an in- 
crease in deposits from $34,081,000 to $9%S.- 
$17,000. The latest statement 
shows aggregate resources of $117,517,000. 
Capital is $6,000,000; surplus, $6,000,000, and 


financial 


undivided profits, $2,159,661. 
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GAINS BY CONTINENTAL ILLINOIS BANK 
AND TRUST COMPANY 

The strong and steadfast position of the 
Continental Illinois Bank & Trust Company 
of Chicago, as the largest bank in the United 
States west of New York, is indicated in the 
June 80th financial statement. This shows 
an increase of over $14,000,000 in deposits 
since the March 25th return, making total 
of $870,940,064. Capital is $75,000,000 and 
surplus, $65,000,000. Undivided profits of 
$7,529,183 represent an increase of over halt- 
a million dollars. There is a_ reserve of 
$10,000,000 for contingencies with the June 
S0th report also showing dividend reserve ot 
$5,000,000 payable July 1, and reserve of 
$12,580,540 for taxes and interest. Resources 
total $1,129,167,467 including cash and due 
from banks, $181.453,322: U. S. Government 
securities, $200,748,394; other bonds and se- 
curities, $79,578,554: demand and time loans, 
$562,535,.S76. The affiliated Continental Com- 
pany has capital of $20,000,000, not included 
in above figures. 


CHICAGO BANKS REPORT INCREASE IN 
CASH RESOURCES 


Unusual interest attached to the June 30th 
financial statements of Chicago banks and 
trust companies and covering the period of 
a series of recent closing of outlying banks 
as well as important “Loop” 
banks. The combined statement shows de- 
posits of $2,499,947,000, representing a de- 
crease of $114,854,000 as compared with the 
Mareh 25th returns. Loans and discounts 
of $1,481,459,000 show a contraction of $219.- 
689,000 since March. Cash resources of 
$575.126,000, show a gain of $57,605,000. Sav- 
ings deposits of $591.623,000 show a 
$49,233,000. State banks showed a 
over $59,000,000 in cash resources, 


mergers of 


loss of 


gain of 





CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 





Undivided 
Profits, Deposits, Book 

Capital Mar. 31, 1931 Mar. 31, 1931 Value Bid Asked 
Boulevard Bridge Bank...........22..s¢- $500,000 $599,018 $11,268,229 219 240 269 
*Central Trust Co. of Illinois............. 12,000,000 8,398,653 139,340,764 236 175 170 
Continental Illinois Bank & Trust Co. 75,000,000 72,017,435 856,409,995 223 321 324 
ESS ERR ene a oe rr 350,000 925,040 6,696,792 364 540 560 
+First Union Trust & First National....... 25,000,000 29,081,278 412,334,422 322 430 35 
I NN cso nig inh aig bone nina 0 ore hwiaeaoe ete 6,000,000 7,824,538 99,740,076 230 435***445 
Mercantile Trust.... ae ay eg ane eae 600,000 547,997 10,289,009 191 250 275 
**National Bank of the Republic.......... 11,000,000 5,677,776 149,249,032 39 25144 26% 
I IN soo eas ce <awees case cws 3,000,000 9,362,779 63,142,535 412 427***432 
Peoples Trust and Savings............... 2,500,000 1,571,029 30,259,250 162 275 290 
Unton Bank of Chicago... .. . 2.2 ce ccc 1,300,000 1,336,397 9,722,997 202 130 135 
ETN 1 acc a's 54-5 hip deseo hs Wa 1,000,000 49,202 13,174,700 149 225 250 
Ne ee ere 600,000 421,893 7,773,485 170 200 225 


*Central Trust Bank Value does not include Securities Co. 


+Stock owned by First National Bank. 
**$20 Par Value. 
***E xtra Dividend 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 


- 
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Pittsburgh 


Special Correspondence 


KEEPING CAPITAL INTACT 

According to comment in the current issue 
of “Property,” the instructive little paper 
which makes its appearance monthly at the 
Fidelity Trust Company of Pittsburgh, the 
prime need of the present day is to deal with 
facts rather than fancies as to the prospects 
of business revival. ‘The facts are,” says the 
Fidelity Trust Company, “that no matter 
what the year brings forth in a business way, 
we may “better the average” by adopting 
sound investment principles. That this is 
possible is indicated by several things. One 
is that in the entire country there was not a 
single loss to beneficiaries of trust funds last 
year attributable to malfeasance, failure, or 
deliberate mismanagement, according to a 
survey made by the magazine Trust Com- 
PANIES. Various large and small trusts 
showed increases in net worth during the 
year—a rarity surely in the investment world 
of 1930. 


“Perhaps the trust principle of keeping 
eapital intact while deriving maximum in- 


come from invested proceeds is the only per- 
manently satisfactory solution to the invest- 
ment problem.” 


PEOPLES-PITTSBURGH TRUST COMPANY 


Trust funds amounting to $129,656,000 are 


shown in the latest financial statement of 
the Peoples-Pittsburgh Trust Company. The 
report also shows corporate trusts of $65,- 


Banking resources amount to $118,- 
549,000; deposits over $94,000,000; capital, 
$5,822,867; surplus, $15,000,000; undivided 
profits, $1,725,000, and reserves, $1,359,934. 


DS1.000. 


The Commonwealth Trust Company re- 
ports trust funds amounting to $44,595,000; 
banking resources of $16,821,000; deposits, 
$12,712,000; capital, $1,500,000; surplus, $1,- 
700,000; undivided profits, $291,805; sundry 
reserves, $81,182. 

The Colonial Trust Company of Pittsburgh 
administers trust funds amounting to over 
$50,000,000 and corporate trusts of $112,970,- 


000. Banking resources amount to $31,721.- 
O00,~ 
The Union National Bank of Pittsburgh 


reports trust funds of $33,565,000; corporate 
trusts of $21,282,000. 

The Potter Title & Trust Company and 
the affiliated Potter Title & Mortgage Com- 
pany, have distributed to each of their 190 
employees, the regular semi-annual salary 
dividend of 5 per cent. 


THE NEW PRESIDENT OF THE PENNSYL- 
VANIA BANKERS ASSOCIATION 

John W. Chalfant, vice-president in charge 
of trusts of the Colonial Trust Company of 
Pittsburgh, who was honored with the presi- 
dency of the Pennsylvania Bankers Asso- 
ciation at the last annual convention, is well 
known locally and nationally as one of the 
ablest authorities on trust administration. 
He was born in the City of Allegheny, and 
has degrees from Worcester Polytechnic In- 
stitute and the law school of the University 
of Pittsburgh. 





JOHN W. CHALFANT 


Mr. Chalfant began his trust career with 
the Fidelity Title & Trust Company of Pitts- 
burgh in 1901, and later became title officer 
and then secretary of the Union Fidelity 
Title Insurance Company which office he still 
holds. In 1914 he was elected trust officer 
of the Colonial Trust Company, ten years 
later was given charge of trusts as vice- 
president. Mr. Chalfant has been active in 
the work of the Trust Company Division of 
the American Bankers Association and has 
been one of the leaders in the activities of 
the Trust Company Section of the Pennsyl- 
vania Bankers Association. 


John F. Miller, vice-chairman of the board 
of the Westinghouse Air Brake Company, has 
been elected a director and chairman of the 
board of The Bank of Pittsburgh, N. A. 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 


CONTENTS 
1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 
tors, Administrators and Guardians Compiled. : 
in the Care and Management of 3. Statutes Governing Investments by 
4, 
S. 


aS Savings Banks. 
Estates; Liabilities of Trustees - Brief and Accurate Digest of Court 
Contracts and the Incurring of Ex- 


. Decisions of Every State. 

penses for Repairs and Improve- List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—Attractively bound 
in Koda Leather. Price 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 
Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of “Trust Investments,” by Frank C. McKinney; or you may 
send me copy on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 
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St. Louis 


Special Correspondence 
ABUNDANT CROPS IN SOUTHWEST 


The Commerce Trust Company of Kansas 
City, Mo., surveys agricultural crop condi- 
tions in the Southwest as most satisfactory. 
Commenting on the situation the company 
says in its latest digest: “So far as crops are 
concerned, the advance of the summer grow- 
ing and harvest season finds nature generous 
indeed to the southwest. A start has been 
made on the 1931 wheat harvest, with every 
indication that the aggregate yields will es- 
tablish a new high record in the history of 
Kansas City’s territory. The initial harvests 
of oats reveal abundant yields. Pasturage 
over wide areas is luxuriant. Fruit, too, is 
yielding well on the whole. 

“With the initial harvests and with the 
outlook for agricultural production very fa- 
vorable, business in general can count on a 
powerful sustaining force. In this connec- 
tion, it should be kept in mind that the crops 
of the southwest supply the necessaries of 
life in great part, and enjoy a wide demand. 
though at varying prices, under any uneco- 
nomic condition over the country at large. 
Of course, the market for the new crops and 
for agricultural products in general are down 
from last year, but in the readjustments in 
these and other prices which have been pro- 
ceeding for more than a year the past month 


witnessed few wide changes.” 


EQUITY TRUST SHARES IN AMERICA 

The Mississippi Valley Trust Company of 
St. Louis is trustee in connection with 42 
fixed investment trust plan which has sev- 
eral unique features, including continuous 
investment of capital funds of unusual bene- 
fit to investors. Equity Trust Shares are 
issued under a special trust agreement and 
sponsored by the Equity Securities Corpora- 
tion and embody the sound investment merit 
of the conventional fixed investment type 
with principal accumulation features. Each 
Equity Trust Share represents an equal in- 
terest in 130 common shares of twenty-six 
leading American corporations, such shares 
held in trust by the Mississippi Valley Trust 
Company as trustee. Every possible care is 
used, observed in the selection of the group 
of stocks. 

Equity Trust Shares performs a most 
unique service for the investor by reinvest- 
ing the proceeds from the sale of any elim- 
inated into the highest number of 
Equity Trust Shares, evenly divisible by two, 


stocks 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 








Affiliated with First National Bank 











which shares then become a part of the in- 
vestment unit. The power of “compounding 
capital” has unrestrained opportunity to 
operate under this plan. The Mississippi Val- 
ley Trust Company, as trustee, holds all of 
the stocks in all the units in safekeeping, 
and collects all forms of return from such 
stocks and makes proper disposition of such 
collections in accordance with the trust in- 
denture. All of the terms of the trust inden- 
ture are enforced by the trust company and 
the trust shares certificates are issued by 
the company. 


With the recent announcement on May 11th 
of the purchase from the Vandeventer Se- 
curities Company, the control of the Vande- 
venter National Bank of St. Louis, passed 
into the hands of the officers and directors 
of that bank. 

The capital stock of the Queen City Bank 
at Queen City, Mo. has been increased from 
$25,000 to $50,000. 

Wm. McChesney Martin, Jr., son of the 
Chairman of the Federal Reserve Bank of 
St. Louis, has been admitted as a partner 
in the firm of A. G. Edwards & Sons of St. 
Louis. 
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OFFICERS OF ST. LOUIS CORPORATE 
FIDUCIARIES ASSOCIATION 
Hugh B. Rose, trust officer of the LaFay- 
ette South Side Bank & Trust Company, has 
been elected president of the Corporate Fidu- 
ciary Association of St. Louis. He succeeds 
Fred A. trust officer of the Missis- 
sippi Valley Trust Company. 
Other officers elected by 
are: First vice-president, J. 
president and trust officer, Franklin-Ameri- 
can Trust Company; second vice-president, 
William H. Lawrence, assistant trust officer 
of the Mercantile-Commerce Bank & Trust 
Company; secretary, Robert A. Urian, audi- 
tor of the St. Louis Union Trust Company ; 
treasurer, A. H. Foote, assistant trust officer 
of the Northwestern Trust Company. 


Gissler, 


the association 
M. Woods, vice- 


ESTATE PLANNING SERVICE FOR 
UNDERWRITERS 

A comprehensive estate planning service 
to equip high-grade life underwriters and to 
coordinate the functions of life insurance 
with trust service, is being perfected by Karl 
J. Guhne, a life insurance underwriter of 
mature experience, who has built up a na- 
tionwide system. Headquarters are main- 
tained by Mr. Guhne in St. Louis through 
the so-called “Guhne Service’? which has of- 
fices in a number of leading cities, including 
New York and Los Angeles. Edward W. 
France, who has been with the Chase Na- 
tional Bank of New York, has been made 
manager of the estate planning division. 

The Guhne Service is not only designed 
to utilize high-grade life underwriters in its 
own organization, but also to assist men in 
the insurance field to develop life insurance 
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by means of estate analysis work. Special 
attention will be given to making contacts 
with trust departments of banks and trust 
companies. Special forms of memoranda 
have been devised to secure proper informa- 
tion for analysis of a partnership trust plan, 
corporation analysis trust plan as well as 
the individual life insurance trus! arrange- 
ment. The centerpiece is a worksheet head- 
ed “Executors Requiremenis” which pictures 
fundamentals of the needs of clients and the 
essentials of the various types of trust agree- 
ments. 

Frank K. Harris, assistant vice-president 
in charge of new business and advertising 
for the Lafayette South Side Bank & Trust 
Company of St. Louis, has been re-elected 
president of the Business ‘Men’s Association 
of South St. Louis. 

E. J. Mudd, vice-president of the Mercan- 
tile-Commerce Bank & Trust Company of 
St. Louis, Mo., has been elected treasurer 
of the St. Louis Convention, Publicity and 
Tourist Bureau. 


BANK OF AMERICA IN CALIFORNIA 
REPORTS OVER BILLION RESOURCES 


The Bank of America National Trust and 
Savings Association of San Francisco an‘ 
the Bank of America, state bank, which are 
identical in ownership and management, re- 
port aggregate resources of $1,120,645,000. 
Deposits total $962,423,9388. Combined capi- 
tal, surplus and undivided profits amount to 
$110,466,772. The Bank of America organi- 
zation has 415 banking offices in 245 Cal- 
ifornia communities. 











CONDITION OF ST. LOUIS TRUST COMPANIES 


Franklin-American Trust Co... ...ccccccccecccccss 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Trust Co...........ccsscceeeees 
ee, Be CO BUUINE G. .oo os kc secs cencacd stiee 


*Accepts no deposits. 





. -$2,600,000 


.- 5,000,000 


Surplus and 
Undivided Profits, 
June 30, 1931 
$1,841,547.17 
1,886,596.34 
7,402,037.22 
3,890,181.98 
7,086,68 6.91 


Deposits, 
June 30, 1931 
$32,298,447.16 
24,261 ,658.37 
114,880,577.95 
73,690,320.76 
* 


Capital 


2,150,000 
10,000,000 
6,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 
NN e.g 5 oa nivel wiein  ecoiaimiacere 2,000,000 
1,000,000 
2,000,000 
1,000,000 


American Security & Trust Co 


National Savings & Trust Co 
Union Trust Co 
Washington Loan & Trust Co 


Surplus and 
Undivided 
Profits 
June 30, 1931 
$4, 240,751.04 
1,568,988.22 
2,943,315.48 
1,224,186.91 
2,540,330.58 


Deposits 
June 30,1931 Par Bid Asked 
$32,228,982.28 100 300 315 
5,003,194.13 100 100 160 
14,344,531.50 100 405 445 
9,295,937.48 100 200 225 
16,768,751.23 100 400 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U.S. Comptroller of the Currenev 
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Cleveland 


Special Correspondence 
DEPOSITORS AND CUSTOMERS WILLING 
TO MEET BANKS MORE THAN HALF WAY 

Within the past years a great number of 
Ohio banks and trust companies have insti- 
tuted service charges on unprofitable and 
small active deposit balances. Experience 
has shown that most bankers have an un- 
warranted complex of fear when it comes to 
shifting the burdens of free services and 
carrying charges to customers or depositors 
on a reasonable basis. At no time have bank 
customers entertained a more susceptible at- 
titude toward their banks and shown such 
Willingness to meet bankers more than half 
way. In relatively few instances have they 
balked when shown facts in actual figures. 

The imperative necessity of banks stop- 
ping leaks in their organization is empha- 
sized in an address made at the recent an- 
nual convention of the Ohio Bankers Asso- 
ciation, by W. R. Green, vice-president of the 
Guardian Trust Company of Cleveland. He 
Says in part on this subject: 

“Every item of cost entering into the han- 
dling of a commercial account can be deter- 
mined just as easily and accurately as the 
entering into the manufacture of an 
automobile, a pencil or any other manuface- 
tured product. Bankers expect their custo- 
mers to know their They would not 
readily extend credit to a wholesaler, a re- 
tailer, or manufacturer, if they knew that 
he had no idea what his goods cost him to 
manufacture or merchandise, or if he did 
not know he had a sufficient margin of profit 
between his cost of production and his sell- 
ing price. Why should not the banker know 
his cost figures as well, and knowing them 
should he not receive a return for 
checking account service which will cover his 
cost plus a reasonable amount of profit? 

“Some banks have 


COSLS 


costs. 


why 


been analyzing for 


years, but it is only within the last year or 
so that banks generally throughout the coun 
try have come to realize the urgent necessity 


for such a procedure. It has become im- 
perative for the banks to do everything pos- 
sible to stop the leaks that are draining the 
banks of their profit. For that reason 
analysis of checking accounts is at present 
one of the most discussed topics in banking 
circles. 


cost 


Alta 
Reserve 
president 
tion. 


B. Claflin, librarian of the 
Bank, Cleveland, has been 
of the Special Libraries’ 


Federal 
elected 
Associa- 
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NEW OFFICERS OF OHIO BANKERS 
ASSOCIATION 


George H. Dunn, president of the Central 
Depositors Bank & Trust Company of Akron, 
has been elected president of the Ohio Bank- 
ers Association, succeeding Edward A. Seiter, 
vice-president of the Fifth-Third Union Trust 
Company of Cincinnati. E. G. Kirby, presi- 
dent of the Commerce Guardian Trust & 
Savings Bank of Toledo, was elected treas- 
urer. J. C. MecHannan, vice-president of the 
Central United National Bank of Cleveland, 
was elected vice-president of the American 
Bankers Association for Ohio and B. 8. 
Wellman, vice-president and trust officer of 
the Huntington National Bank of Columbus, 
vice-president of the Trust Division. 


T. W. Purviance has resigned from the 
National City Bank of Cleveland, O., to ac- 
cept a position as auditor of the City Sav- 
ings & Trust Company of Alliance, O. 

J. Curtis Flanagan has been named mana- 
ger of the new Dewey-Driving Park office 
of the Union Trust Company of Cleveland. 
Mr. Flanagan has been associated with the 
Union Trust Company since June 6, 1908. 
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MIDLAND BANK DISCUSSES PROPOSED 
INTERNATIONAL MORATORIUM 

The salutary response in business and fi- 
nancial circles which followed the proposal 
of President Hoover that war debt and repa- 
rations payments between the nations be sus- 
pended for one year, is reflected in the cur- 
rent survey of the Midland Bank of Cleve- 
land. D. C. Elliott, the bank’s economist, 
says: 

“The outstanding event of the year is the 
proposed one-year moratorium on intergov- 
ernmental debt payments. Already a feeling 
of marked relief is evident throughout the 
world, and if the moratorium is adopted by 
the nations concerned its psychological effect 
may prove to be of the highest importance. 
People everywhere have been so depressed, 
so fearful of impending disasters and up- 
heavals, that their very state of mind has 
helped to prevent any real business recovery. 

“Money which could have been spent has 
not been spent, but has gone into savings ae- 
counts or in many cases has actually been 
hoarded in safe deposit boxes and home- 
made hiding places. One of the principal 
factors contributing to this pessimism has 
been the fear of what might happen in Ger- 
many. If the psychological reaction to the 
moratorium brings about renewed confidence 
and the translation of savings into spending 
—either through new capital flotations for 
constructive purposes or through the larger 
purchase of consumption goods—the effect on 
business should prove most beneficial.” 


NEW CHAIRMAN FOR NATIONAL CASH 
REGISTER COMPANY 


J. H. Barringer has resigned as vice-presi- 
dent and general manager of the National 
Cash Register Company and his place on the 
board has been filled by the election of E, A. 
Deeds, who has become chairman of the 
board. The new executive personnel of the 
company follows: President, Frederick B. 
Patterson; executive vice-president, S. C. Al- 
lyn; vice-president in charge of domestic 
sales, J. W. Dozier; vice-president in charge 
of overseas sales, H. D. Williams; vice-presi- 
dent in charge of manufacturing, Wm. Hart- 
man: treasurer, S. C. Allyn; secretary, E. M. 
Kuhns; chairman of board and executive 
committee, E, A. Deeds of Dayton, Ohio, and 
New York City. 

D. W. Morris is president of the Lima First 
American Trust Company, Lima, O., which 
resulted from the recent merger of the First 
American Bank and Trust Company and the 
Lima Trust Company. 


TRUST COMPANIES 


Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 


TRUST COMPANIES PUBLISHING ASSOCIATION 


55 Likerty Street, New York 
Long Distance Telephone, Hitchcock 4-7263 


C. A. LUHNOW, Editor and Publisher 


C. D. HOUSE, Business Manager 
C. H. McLEAN, Advertising Representative 


HERBERT L. DAVIS, Associate Editor 


Advertisements of trust companies, banks, finan- 
cial institutions and advertisers, who wish to use 
the advertising columns of TRUST COMPANIES 
will be inserted for publication at rates which will 
be sent on application. 

Insertions of meetings, dividends, statements, or- 
ganizations, etc., at special rates for each insertion. 


SUBSCRIPTIONS: The subscription price of 
TRUST COMPANIES is $5.00 annually. Single 
copies, 60 cents. Subscriptions payable in ad- 
vance. Foreign Subscriptions require $1.00 ad- 
ditional for postage. 

Entered at the New York Post Office as Second 
Class Mail Matter 


WASHINGTON, D. C., OFFICE 
Suite 901, 815 15th Street, N. W. 
Telephone, District 0094 


Associate Member Financial Advertisers’ Assn. 


Ear. J. PUBLOW 


who has been appointed Assistant Trust Officer of the 
Central Depositors Bank and Trust Company of Toledo, 
in charge of insurance trust work 
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THE MIDLAND BANK OF CLEVELAND 

Occupying one of the most attractive 
homes in the country The Midland Bank of 
Cleveland marks uninterrupted progress. The 
latest financial statement shows total re- 
sources of $48,116.348 including cash on hand 
and in banks, $7.250.630; U. S. Governmenr 
securities, $5,038,947; other bonds and 
curities, $7,253,949; loans and discounts, $27, 
463,159. Capital is $4,000,000; surplus, §2.- 
000,000 and undivided profits, $177,851. De- 
posits now amount to $41,257.650. 


se- 


ACTIVE CAMPAIGNS BY UNION TRUST 
COMPANY 

Nothing daunted by unfavorable business 
aspects the “go-getters’” of the Union Trust 
Company of Cleveland are in pursuit of new 
accounts with increased vigor. The incen- 
tive comes not alone from additional com- 
pensation for new business brought in, but 
the policy of the management in considering 
the qualifications of an employee for ad- 
vancement as also having a relation to his 
ability to develop business through his im- 
mediate The result is that the 
campaign Union Trust Company is 
conducted throughout the year, instead of 
sporadically, and the faculty of promotion 
is fostered in all employees as well as offi- 
cials. 
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The 
Central Trust Company 


TOPEKA, KANSAS 
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Special emphasis is placed at this period 
upon renting safe deposit boxes, and sav- 
ings accounts and the various types of pro- 
tection offered by trust service. The cam- 
paign is coordinated through the business 
extension department which again classifies 
its work through various departmental con- 
tacts. At present a campaign is under way 
for 1,500 new safe deposit rental accounts 
by July 1st. 


J. U. Anderson has resigned as treasurer 
of the Republic Steel Corporation to become 
president of the Union Savings & Trust Com- 
pany of Warren, O. 
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SPREADING THE MESSAGE OF TRUST SERVICE AND SAVINGS 


The illustration above shows one of the money trucks operated by the Cleveland Trust Company which are also 
utilized to convey timely messages to the public regarding trust service and the value Of savings accounts 


? 
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Los Angeles 


Special Correspondence 
CALIFORNIA’S NEW PROBATE CODE 


The new probate code enacted at the last 
session of the California Legislature is most 
welcome to trust companies and fiduciaries 
in removing innumerable handicaps to estate 
settlement and administration as the result 
of obsolete and arbitrary Classifications in 
the old laws. Since 1872 California has oper- 
ated under the socalled “four code system” 
which embraced the political code containing 
matters of administration and _ legislation ; 
the civil code declaring rights and 
principles ; 
code. 

The new probate code is the first definite 
product of the California Code Commission 
created by the Legislature two years ago. It 
is the result of diligent labor by the com- 
mission which has been aided by the legis- 
lative committee of the Trust Section of the 
California Bankers Association. The code 
is composed of four divisions entitled: wills, 
administration of estates of de- 
cedents, and guardan and ward. Paragraph 
2 of the bill sets forth the scope and status 
of the code which provides for the first time 
a compendium of the probate laws of the 
state collected together in one volume in logi- 
eal and convenient form. 


general 
code of civil procedure and penal 


succession, 


OFFICERS AND DIRECTORS OF TRUST 
SECTION, CALIFORNIA BANKERS 
ASSOCIATION 
At the recent annual meeting of the Trust 
Section of the California Bankers Associa- 
tion, John Veenhuyzen, vice-president of the 
Security-First National Bank of Los Angeles, 
was elected chairman for the ensuing year. 
He succeeds James E, McGuigan, vice-presi- 
dent and trust officer of the Bank of America 
National Trust & Savings Association of San 
Francisco, who made an excellent record of 
activity. Other officers and members of ex- 
ecutive committee for the ensuing year are: 
vice-chairman, Frank H. Lougher, vice-presi- 
dent, Anglo-California Trust Company of 
San Francisco; secretary and _ treasurer, 
Frederick Behrends, vice-president, Califor- 

nia Trust Company, Los Angeles. 

Members of the Executive Committee to 
fill the two vacancies: John F. Keogh, vice- 
president, Title Guarantee & Trust Company, 
Los Angeles; M. A. James, assistant trust 
officer, First National Trust & Savings Bank, 
San Diego; R. C. Wente, vice-president and 
trust officer, First Trust & Savings Bank, 
Pasadena. 
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TOO MUCH POLITICS IN 
LEGISLATION 


Bankers should take a more active and 
guiding part in shaping the course of legis- 
lation affecting banking matters, especially 
at a time like the present when there is de- 
mand for reforms of a decisive nature. That 
is the viewpoint expressed by Lane D, Web- 
ber, vice-president of the: First National 
Trust & Savings Bank of San Diego, in his 
valedictory as retiring president of the Cali- 
fornia Bankers Association. He said in part: 


BANKING 


“The public is entitled to the best and saf- 
est banking it is humanly possible to provide. 
Banking is certainly a public and, at least, 
a quasi-governmental service, and has become 
so intimately imperative to our modern life 
as to deserve and demand the conscientious 
and untiring study and attention of our best 
and most experienced brains. It is not pleas- 
ant to criticize oneself, but it is far more 
unpleasant to be eriticized by others. The 
public is inquiring, ‘What is wrong with our 
banks and our banking system’? and is wait- 
ing for an answer. Who should be best pre- 
pared to make that answer? 

“One should be a student, not an enemy, 
of a thought or idea that appears revolu- 
tionary. Only by studying it may he be pre- 
pared to adopt or combat it. If wrong it 
should be resisted and destroyed, but if right 
it should be understood, perfected and put 
into practice at the earliest possible moment 
and not after a competitor or competitors 
have forced that action. The public will 
decide, demand and obtain the kind of bank- 
ing it wants, but bankers should and must 
educate and influence the public to want the 
right kind of banking. It is a sad but true 
commentary that banking, which is a purely 
economic evolution, has been treated, in this 
country, almost entirely with political con- 
sideration.” 


GAINS BY SECURITY-FIRST NATIONAL 
OF LOS ANGELES 


An increase of $5,594,000 in resources since 
Mareh 25th is shown in the June 50th state- 
ment of the Security-First National Bank of 
Los Angeles, bringing the total to $595.500,- 
994. Deposits increased during the same 
period $7.980.000 making total of $528,596,- 
000. Resources include cash and due from 
banks of $105,056.593: U. S. Government, 
state and municipal and other securities 
amount to $149,SS0,564 with loans and dis- 
counts of $308,483,075. Capital is $30,000.- 
000; surplus, $15,000,000, and undivided prof- 
its, $7,820,041. 
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San Francisco 


Special Correspondence 


BANKING OPERATION PROFITS IN 
CALIFORNIA SUBNORMAL 

In a study on bank costs and profits in 
California covering the period from 1910 to 
close of 1920, submitted by Secretary Andrew 
Miller of the California Bankers Association, 
it is shown that operations of the banks of 
this state have been less profitable than the 
average for banks throughout the country. 
In summarizing his study, Secretary Miller 
says: 

“When we compare the operations of our 
California banks with those of the country 
at large, we find that the situation is not at 
all flattering to California. The truth is 
that if the national banks in California as a 
group had been operated in 1930 on the same 
ratio of expense as the average of the 7,252 
national banks throughout the United States 
(these totals including California banks), 
they could have had approximately $6,125,000 
additional funds available for net profits 


and dividends, an amount equivalent to 25.1 
per cent of the net profits and to 33 per cent 
of dividends actually paid. 


“Unpleasant as it is to face the situation, 
we must admit that California bank opera- 
tions are to that extent subnormal as com- 
pared with the national average. This same 
condition has also been true for several years 
previous and is not an unusual or extraordi- 
nary occurrence. I take it we are not con- 
tent to countenace a continuance of this 
situation and definite proposals must be 
adopted as to ways and means for both 
eliminating many ecauses of handling ac- 
counts at an actual banks, and for 
increasing revenues in keeping with the de- 
mands upon our institutions for various 
forms of banking service.” 


cost to 


DISCRETIONARY WITH TRUST 
COMPANIES 

A recent decision of the District Court of 
Appeals in California, setting aside the rul- 
ing of a Superior Court in the “7 per cent 
trust cases” originating in Marysville, is re- 
garded as one of the most important ever 
made by an Appellate Court in connection 
with the handling of trust funds. .In the 
opinion of George W. Peltier, vice-president, 
Bank of America National Trust & Savings 
Association, Sacramento, “it sets at rest a 
question which has been of vital interest to 
members of the bar and to bank executives 
for several generations. The question in- 
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volved was: How should a trust company 
pay for trust funds in estates? The higher 
court’s judgment was that the question is 
entirely discretionary with the trust com- 
pany.” 


CROCKER FIRST NATIONAL AND FIRST 
FEDERAL TRUST 

progress is indicated in the 
latest financial statement of the combined 
figures of the Crocker First National Bank 
and the affiliated Crocker First Federal Trust 
Company of San Francisco. Resources of 
the allied institutions amount to $138,478,712 
with cash and sight exchange of $22,926,- 
7644; U. S. bonds and certificates, $20,123.- 
307: other bonds and securities, $28,529,283 ; 
loans and discounts, $48,897,518; first mor*- 
gage loans on real estate, $16,215,775. De- 
posits total, $115,520,483. 


Capital is $7,500,- 
000; surplus, $3,000,000; undivided profits, 
$3,215,553. 


Substantial 


William Horace Sinclair, attorney and for- 
mer railroad and insurance executive, has 
been appointed assistant vice-president in 
the trust department of the Oakland Bank 
office of Bank of America National Trust & 
Savings Association of San Francisco. 


J. F. SULLIVAN, JR. 


Vice-president, Crocker-First National Bank of San Fran- 
cisco, who has been elected Vice-president of the California 
Bankers Association 
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